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60 copies? So youte a 





GIRL: Shucks, there’s no magic about that. Anyone can use one sheet of this 
carbon paper up to 60 times! 


MAGICIAN: But don’t the copies get blurred, and hard to read? 
GIRL: Not at all! You see, ’'m using Roytype’s Park Avenue carbon paper, made 


by the Royal Typewriter Company. And one sheet of Park Avenue can be 
used up to 60 times, cleanly and clearly! This test copy proves it... 











Laboratory test No. 36351-NY, issued March 19, 1943 


MAGICIAN: / still thind: ifs magic! This looks almost like it was made from a fresh sheet 
of carbon paper! How do they do it? 


GIRL: The Royal salesman told me it’s because Park Avenue is “deep-inked” by 
a special process that soaks the ink right down into the paper. And then, 
Park Avenue has an extension edge that lets you reverse the sheet, top to 
bottom, so all areas of the paper can be used. 


MAGICIAN: / see. No trick at all . . . Just common sense! No wonder you can get so many 
more copu s from each sheet of Park Avenue! 


/ magician, too!" 


Complete line of carbon papers 


JHERE ARE MANY different carbon 
papers in the Roytype* line, made by 
the Royal Typewriter Company. One of 
these... it may be Park Avenue, or it 
may be another . . . will exactly fit vour 
needs, depending on the particular type 
of work done in your office. Your local 
Royal Typewriter Representative will 
gladly show you the whole price range of 
Roytype carbon papers and help you 
choose the weight, finish, and quality 
best suited to your requirements. 





— 
ROYTYPE 


Carbon Papers and Ribbons 
made by the 


ROYAL 








TYPEWRITER COMPANY 
Rises J 


*Trade-Mark Registered U. S. Pat. Off., 





Copyright 1943, Royal Typewriter Company Inc. 
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DATES AHEAD 


EASTERN SPRING 
CONFERENCE New York City 
April 2, 3, 1944 


MIDWESTERN SPRING 
CONFERENCE _ St. Louis 


April 30, May 1 and 2, 1944 


MEETING DATES OF 
CONTROLS 


March 

March 1—Bridgeport 

March 2—Philadelphia 

March 7—Buffalo, Twin Cities 

March 8—Baltimore 

March 9—Dayton, Hartford, Los 
Angeles 

March 10—Toledo 

March 13—Kansas City 

March 14—Cincinnati, Cleveland, 
Milwaukee 

March 16—San Francisco 

March 17—Portland 

March 21—Springfield, Syracuse 

March 27—Pittsburgh, St. Louis 

March 28—Boston, Chicago, De- 
troit, District of Columbia, Hous- 
ton 

March 29—Indianapolis, 
ville, Rochester 


April 

April 4—Buffalo, Twin Cities 

April 5—Bridgeport 

April 10—Kansas City 

April 11—Cincinnati, Cleveland, 
Milwaukee, Philadelphia 

April 12—Baltimore 

April 13—Dayton, Hartford, Los 
Angeles, Toledo 

April 14—Chattanooga 

April 18—Springfield, Syracuse 

April 20—New York City, San 
Francisco 

April 21—Portland 

April 24—Pittsburgh, St. Louis 

April 25—Boston, Chicago, De- 
troit, District of Columbia, Hous- 
ton 

April 26—Indianapolis, Louisville, 
Rochester 


Louis- 


Nore: These are scheduled dates. Some 








changes may be made. 
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UA 
FOR 
SO LITTLE 


The most durable L.L. Brown 
exe fo t-1amlarii-tole Moh melgelislola] 
paper, increases account- 
ing costs only '% of 1%, yet 
guarantees 100% protec- 
tion—vutmost resistance to 
wear. Your printer will 
be glad to furnish you 
with L. L. Brown papers. 


LEBROWN 
LEDGER Paper 


MILLS AT ADAMS. MASS. 


ESTABLISHED i849 
coo 


L. L. BROWN’S LINEN LEDGER 


100% New White Linen & Cotton Fibres 


ADVANCE LINEN LEDGER * 


100% New White Cotton Fibres 


FORWARD LINEN LEDGER 


100% New Cotton Fibres 


L. L. BROWN’S FINE 


85% New Cotton Fibres 


GREYLOCK LINEN LEDGER 


75% New Cotton Fibres 


ESCORT LEDGER & MACHINE POSTING 


50% New Cotton Fibres 
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Liditortal Comment 


Baruch Report Finds Ready Acceptance 


ONTROLLERS who, along with other business 

executives, have been waiting for the report of 
Messrs. Bernard M. Baruch and John M. Hancock, 
his right hand man, were not disappointed with the 
interesting and constructive document which was re- 
leased to the business public on February 19. Here is 
the chart for the course of business for the months 
ahead—for the tasks that must be undertaken by gov- 
ernment and business jointly. There can be no quarrel 
with the course outlined generally, and it is likely that 
the details of procedures to be followed can be filled 
in satisfactorily if government and business cooperate 
to that end. 

There is much food for thought, not only in the 
report, but in the supplementary statement which ac- 
companied it. Controllers will find here the ground- 
work for termination procedures, and for the handling 
of surplus property. Twenty-five pages of typewritten 
material are devoted to the first subject, and twenty 
to the second. 

The report speaks of “unemployment by audit,” 
and of “quibbling the Nation into a panic.’ These are 
words as sweet as fine music to controllers, who have 
been advocating measures to avoid those very things. 
In fact, The Controllers Institute of America has made 
suggestions as to how they can be avoided. 

For weeks this report, and the implementation of 
its recommendations, will be studied and followed 
closely by business executives. Controllers undoubt- 
edly have taken steps to secure copies of the complete 
text. The issuance of the report is merely the starting 
point. It is to be hoped that there may be no delay in 
the enactment of needed legislation, and in the is- 
suance of orders, but the provisions of both the pro- 
posed legislative enactments and the orders should be 
studied carefully and worked out in cooperation with 
those who will have to live with them, and particu- 
larly with those who will have to comply with them. 

Messrs. Baruch and Hancock speak of what they 
term a “complete financial kit.” They preface their 
presentation of this “kit” by remarking that they have 
not tried to compile a magic formula for handling the 
payment of contractors’ claims. That might result, they 
point out, in something rigid and inadequate, or so 
loose as to be a blank check on the Treasury. Instead, 
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they say they have “brought together every workable 
tool we could find into a financial kit, complete enough 
to meet the varying needs of all war contractors while 
fully protecting the Government.” 

The “kit” deals with matters concerning which con- 
trollers have made recommendations, such as settlement 
of contractors’ claims and immediate payment, and are 
in line generally with those recommendations. 


The New Revenue Act 


OMMENTING on the amendments of the Inter- 

nal Revenue Act which has now been passed by 
Congress over the President’s veto, Mr. Maxwell E. 
McDowell said to a New York audience of controllers 
recently: ““We are no longer being taxed on a twelve- 
month basis (speaking of corporations) ; we are being 
taxed on at least a five-year span, and that is a very 
important change.” 

Mr. McDowell, head of the Tax Department of 
Standard Oil Company (New Jersey), spoke in com- 
mendatory terms of the Amendment, by Section 3807 
of the Code, having to do with the opening of the stat- 
ute of limitations for tax years automatically affected by 
adjustments in other open tax years. He described the 
Amendment as the first serious effort of the Govern- 
ment to deal with this situation. Said Mr. McDowell: 


“We have carry-backs and carry-forwards of net operating 
losses. We have carry-backs and carry-forwards of excess prof- 
its credit. We have adjustments of inventories by replacement 
values. We have this and that. We have reorganizations which 
upset our basic income for prior years. No one knows when a 
tax year is respectably closed any more, and consequently you 
have deficiencies in one year and over payments in another, 
that result out of those off-year adjustments, where one of 
more of the years so affected may be closed by the statute. The 
Government now has opened up in this section a very liberal, 
it seems to me, provision, that from 1940 on there is to be an 
automatic offsetting of those things. 

“We all should study that carefully from this angle: If we 
now do as we procedurally have done up to now, file claims for 
refund for a given year, we may unwittingly be limiting our- 
selves to the amount and the points claimed in the refund claim. 
Why not, under this section, leave the year open for automatic 
adjustment—because you are permitted to adjust this year as 
long as these other year adjustments seem to affect it. 

“I think the Amendment to 3807 is an extremely important 
development. It had to come, because we no longer are being 
taxed on a twelve-month basis; we are being taxed on at least a 
five-year tax span, and that is a very important change.” 
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It is the opinion of authorities in this field that many 
administrative changes were made by this measure 
which are sensible and helpful—‘‘changes that have 
been waiting for a long time to get in,” as Mr. Mc- 
Dowell expressed it. It is still a complex law, but the 
fact must be faced that business, too, is complex, and 
any measure designed to tax business cannot easily 
be general, and simple, if it is to accomplish the de- 
sited ends. Those who speak so glibly of simplifying 
the tax law, and Congressmen who rush in to bring 
this about in short order, appear to be lining up an 
impossible task for themselves. 

Everyone is in favor of a simplified law, and proce- 
dure. Uncertainty on the part of a business concern as 
to the amount of tax payable, for a given period, is the 
factor which comes in for heaviest criticism. The drag- 
ging out for years of tax computations is a heavy bur- 
den on business. Let us move ahead with the task of 
simplification; but let us not expect to see it brought 
about in a period of months. 

The cooperation of controllers may be expected in 
any such undertaking, as well as that of heads of tax 
departments of sizeable business concerns. They are 
the ones best equipped to bring to bear practical view- 
points of the problems. 


Simplification at Expense of Employers? 


HE Bureau of Internal Revenue estimates that 

50,000,000 income tax returns must be filed by 
March 15. The immensity of the task with which the 
collectors are confronted is almost beyond compre- 
hension. 

Continuance of approximately 9,000,000 payers of 
small amounts, on the rolls of those who must file 
returns in the years ahead, seems to have been de- 
cided. That, coupled with the cry for simplification of 
the tax forms, gives rise to the thought that employers 
may be asked to help the government rate the tax- 
payers and assess their taxes, under a new setup. 

A vigorous protest against requiring employers to 
attempt to classify employees, determine exemptions 
and deductions, and compute the tax payable, would 
be forthcoming promptly if such a plan were broached. 
The task imposed on employers in collecting the Vic- 
tory Tax and in computing and deducting the with- 
holdings from wages for income tax purposes, was 
heavy enough. Business took over the job without a 
protest, and thus possibly opened the door to the im- 
position of further duties as tax collectors. 

Simplification should not be at the expense of em- 
ployers. 


A Government Questionnaire Shrinks! 


alia from nineteen pages to a mere four 
pages of a financial reporting form required by a 
governmental agency is a noteworthy accomplishment, 
in the eyes of business executives, especially controllers. 
That is what has been accomplished in the case of Form 
A of the OPA. 
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The reduction was brought about by the efforts of a 
special committee on Financial Reports, under the chair- 
manship of Mr. E. E. McConnell, Controller of the Nor- 
ton Company, of Worcester. This is a sub-committee of 
the Advisory Committee on Government Question- 
naires, an arm of the Bureau of the Budget, which has 
been functioning for more than a year in an effort to cur- 
tail the volume of questionnaires directed to business 
concerns. 

Mr. McConnell, a member of The Controllers Insti- 
tute of America, is entitled to the heartfelt thanks of 
business executives for this remarkable accomplishment, 
which was brought about only after days of discussions 
in Washington in which representatives of a dozen Fed- 
eral agencies participated. 

The reduction was accomplished by eliminating the 
inquisitorial features of the Forms, to which industry 
had objected as being beyond the scope of financial 
statements. Form A and its companion Form B have 
been in use for two years by OPA to obtain information 
concerning financial trends in various industries as a 
basis for price regulation. 

It is to be hoped that the Advisory Committee on Gov- 
ernment Questionnaires and its sub-committee on Fi- 
nancial Reports will continue this work. Constant scru- 
tiny of proposed and existing government question- 
naires will pay big dividends by saving manpower. 


HE Advisory Committee on Government Question- 

naires has issued its first annual report. This is the 
Committee which assists the Bureau of the Budget in 
its task of policing the questionnaires which govern- 
ment departments aim at business. The object is to re- 
duce the number and size of such questionnaires—to 
simplify those which are felt to be necessary and to 
eliminate questionnaires the need for which can not be 
substantiated. This report records the encouraging 
measure of success which has resulted from its efforts. 
Says the report: 

“The next year will be an especially critical one because of 
the opportunity it presents to prepare the groundwork for tran- 
sition from a war to a peacetime economy. An important part 
of that essential preparation lies in the orderly reduction of 
the volume of war paper work without jeopardizing the flow 
of essential information to the responsible government agencies.” 


Reduction of the volume of war paper work is an 
objective to which business looks forward eagerly. It 
will come, in time, no doubt. 


Five Controls Reach Tenth Anniversaries 


BSERVANCE by five of the Controls of The Con- 

trollers Institute of America of the tenth anniver- 
saries of their founding brings realization anew that The 
Institute is taking on the aspects of maturity. It is really 
able to look back on some “history.” The five Controls 
which either have passed or are approaching their tenth 
anniversaries are those situated in New York City, Chi- 
cago, Pittsburgh (these have occurred), Boston, and 
San Francisco (which will be reached in the spring). 








Redistribution of Surplus 
War Materials 


The problem of the redistribution of 
surplus goods owned by the government 
already faces us because of the unbal- 
anced buying by certain government de- 
partments and because of the termination 
of contracts for the manufacture of cer- 
tain articles due to the change in the na- 
ture of warfare or over-production in re- 
lation to changed needs. The problem 
will grow increasingly acute after the 
war in Europe is finished and there will, 
of course, be an avalanche of cancelled 
contracts when all active fighting ceases. 
The problem concerns not only finished 
surplus goods in the possession of the 
various government contracting services 
and fighting forces here and abroad, but 
also all the materials, work in process and 
finished goods that will be involved in 
terminated contracts in the future. 

The scope and seriousness of the prob- 
lem was graphically described in a recent 
editorial, as follows: 

“When Mark Twain made that famous re- 
mark about everybody talking about the 
weather but no one doing anything about it, 
he described accurately the present situation 
in connection with the rapidly growing prob- 
lem of surplus goods disposal. 

“Down in Washington practically every 
agency that is involved in the procurement of 
war goods frankly admits that the problem 
will be a stupendous one. Estimates as to the 
value of goods that will classify as ‘surplus’ 
range all the way from 50 to 75 billion dollars. 

“As we see the problem, it makes little dif- 
ference who supervises the disposal so long 
as one uniform policy governs the sale of all 
surplus goods, no matter where located or 
how or by whom sold. That policy should pre- 
vent any sale that would tend to demoralize 
a particular industry or a specific market area, 
and the question of whether danger to estab- 
lished business concerns exists should be an- 
swered by various industry advisory boards 
on which all of each particular industry's trade 
associations should be represented. 

“Unless a standard policy is established, the 
much-talked-about post-war business boom will 
be torpedoed by that looming avalanche of 
U. S. Government Surplus Goods and the 
country will sink into a worse depression than 
that of the ‘Thirties! ” 
POSITION OF MACHINE TOOL INDUSTRY 

One of the industries most seriously af- 
fected is the machine tool industry. Ma- 
chine tool manufacturers have produced 
more machines in the past four years than 
in the previous forty and they see difficult 
times ahead, unless the huge surplus of 
government-owned equipment is handled 
judiciously. They are likely to be without 
adequate reserves unless some modifica- 
tions are made in the renegotiation law 
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and in the tax laws to permit accumula- 
tion of postwar reserves from present 
profits (taxable only if not needed and 
used in the reconversion period). They 
should have a voice and an active part in 
the disposal of government-owned tools, 
but there is no agreement among them 
as yet, however, on a specific plan. 

Suggestions have been made varying 
from trying to lock up all the munitions 
plants and the machines in them for pos- 
sible future emergencies (thus removing 
the tools from the commercial market) to 
distributing them to schools and govern- 
ment arsenals and through lend-lease to 
foreign countries. 

Some say the government should freeze 
the machines where they are; others say 
the only solution is to get them out and 
into use immediately, scrapping the old- 
est. 

Many see temporary good business 
ahead in retooling the automobile and 
other industries (especially those manu- 
facturers who are prepared to furnish 
special single-purpose, high production 
machines). They hope for a good export 
trade to countries in which industrializa- 
tion is catching hold, but this market is 
likely to be flooded with surplus ma- 
chine tools. 

RECENT EXAMPLES OF HARMFUL AND 
UNCONTROLLED “DUMPING” 


A good example of how disastrous 
dumping surplus stocks into opportunists’ 
hands may become is seen in the sale of 
$1,500,000 small tools sold mostly in De- 
troit at forty cents a pound scrap value, 
half of which were standard catalog item 
tools. This caused a serious reaction in the 
small tool market so that they were 
frozen as far as possible in the stocks of 
the people who had bought them and 


were to be appraised by a committee of 
government and industry men. The pur. 
chasers finally agreed to permit the gov- 
ernment to repossess them if they are 
found to be worth considerably more 
than the prices paid for them. 

During the month of December thou. 
sands of items of chinaware, declared 
surplus by one federal department— 
items which were brand new and still in 
their original packing boxes—were sold 
to firms bearing such illuminating titles 
as Marine Junk Co., Army Salvage Co., 
and the like at an average price of eight 
cents per item. 

It did this on almost the same day that 
another department was awarding a 
contract to a pottery manufacturer for 
110,000 pieces of the same items at a 
price of 18 cents each. 


PRESENT TEMPORARY METHODS OF 
HANDLING GOVERNMENT OWNED AND 
OTHER SURPLUS WAR MATERIALS 


Some of the temporary methods set up 
with various government agencies to dis- 
pose of surplus equipment are the fol- 
lowing. 

The War Production Board has avail- 
able in its regional offices lists of govern- 
ment-owned surplus machine tools and 
other equipment which are available for 
sale to war contractors or transferred to 
other governmental agencies. These lists 
include machines owned or under control 
of the Defense Plant Corporation, Army 
and Navy, and manufacturers. 

The W.P.B. has revised P.R. No. 13 
to speed surplus materials to industrial 
channels. As indicated in the ‘New York 
Journal of Commerce,” on December 2, 
1943, the main provisions of the regula- 
tions are as follows: 





tribution. 


and Renegotiation. 





THE PROBLEM IS AT HAND 


In this paper, Mr. Nichols presents a statement of the problem 
and the present temporary methods of surplus war materials redis- 
Next month, recommendations as to policy will be pre- 
sented by Mr. Nichols, who is a past national director of The Control- 
lers Institute of America. He is now serving as chairman of The 
Institute’s Committee on Postwar Controllership Problems, as well as 
chairman of a Sub-Committee on Surplus Material Disposal Policy, of 
The Institute’s National Committee on War Contract Termination 


—THE EDITOR 


— 
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(1) Provisions for purchase of industrial 
materials by wholesalers are greatly liber- 
alized, with a considerable number of such 
materials added to the lists of those which 
they can obtain without a priority rating. 

(2) Formal authorization is extended to 
regional offices of the War Production Board 
to permit sales of idle or excess materials 
without regard to restrictions contained in 
PR-13. 

(3) The regulation contains only a single 
list—called List A—in place of the two 
lists, A and B, which were contained in the 
old regulation. Materials not on List A or 
not made out of one or more of those ma- 
terials may be sold freely by the holder to 
anyone. 

(4) Liberalization of sales has been ex- 
tended not only to wholesalers but also to 
other users, though not to so great a de- 
gree. 

(5) Idle and excess stocks of steel are in 
effect unfrozen inasmuch as the authoriza- 
tion to regional offices to permit special 
sales of idle or excess controlled materials 
covers also those reported to the now de- 
funct Steel Recovery Corporation. 


On December 10 the War Production 
Board eased restrictions upon the trans- 
fer of fabricated articles or components 
made idle in private owners’ hands by 
contract terminations and changes, other 
than “industrial raw materials,’ as de- 
fined in Priorities Regulation No. 13. The 
restrictions which were waived are con- 
tained in Priorities Regulation No. 1, 
which previously required holders to use 
or dispose of materials obtained with pri- 
orities assistance on a preference rating 
of AA-5 or higher, or a rating equivalent 
to that originally used to acquire mate- 
tials. Materials acquired by distributors as 
a result of such special transactions will 
not be deducted in processing PD1X ap- 
plications for similar materials from nor- 
mal sources of supplies. Distributors pur- 
chasing these materials under this pro- 
gram may accept the material without 
ptejudicing their position under inven- 
tory limitation order L-63. 

The War Department plan of redis- 
tribution of its surplus materials was 
covered by Procurement Regulation No. 
7, dated July 6, 1943. The plan provides 
for the circularization of lists of all sur- 
plus property for twenty days, during 
which time the items can be disposed of 
only for direct war use by Government 
Agencies or War Contractors. 

Upon the expiration of the twenty-day 
period, remaining items will be reported 
to the Procurement Division of the Treas- 
ury Department. Such items as are not 
disposed of by the Procurement Division 
within a reasonable time may be sold by 
the War Department to any purchaser. 
Thus, after a circularization period of 
twenty days, property which cannot be 
practicably returned directly for use in 
the war effort may be sold to dealers and 
jobbers or returned to manufacturers. A 
special plan has been developed by the 
local procurement offices of the Army Air 
Forces and Aircraft War Production 
Council for redistributing aircraft sup- 
plies. Under the plan inaugurated with 
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the Aircraft War Production Council, 
contractors will use a form ASU-45 in 
requesting assistance in locating surplus 
materials. Many types of Army materials 
and equipment from the technical serv- 
ices will be listed at once with the local 
WPB offices and ultimately the WPB will 
have lists of all types of Army surplus 
material, except controlled materials. The 
latter must be reported to purchasing 
agencies set up by the Reconstruction 
Finance Corporation for reclaiming crit- 
ical stocks. 

The Navy reports arrangements for 
establishment of approximately twelve 
offices to facilitate merchandising on the 
open market of all salvaged and surplus 
property no longer of any use to the 
Navy or in government agencies. 

When material has once passed into 
the hands of the Treasury Procurement 
Office for final disposition, the follow- 
ing policy prevails: 

1. Transfer to another government de- 
partment or service, if possible. 

2. If the property is not needed by any 
of the government departments or services, 


but is a critical item, it can be sold on a 
negotiated basis to persons recommended by 


3, If not disposed of by methods (1) or 
(2), it may be offered to the public on a 
sealed bid basis. 


Obviously it is most economical for 
the government to sell in large lots to 
big buyers recommended by WPB. Since 
in a public sale, OPA price ceilings can 
not be broken, it is just as profitable for 
the government to sell all to one big 
buyer at the ceiling prices. The terms of 
sale do not help the small buyer, since the 
property must be sold on a “where is, as 
is’ basis. The regulations require that 
purchasers send with their bids a cash de- 
posit of at least 25 per cent. of the total 
amount bid, and in case of credit sales 
the contracting officer is accountable. The 
government gives no warranties, and re- 
turns can be made only if the funds paid 
are identifiable in general accounts. The 
Treasury Department has recommended 
revision of these sales rules, but this has 
not yet been done. 


THE POSITION OF THE DISTRIBUTOR 


The position of the distributor is likely 
to be improved temporarily by the release 
of excess stocks, as this gives him access 
to several new sources of supply as fol- 
lows :— 


(1) Regular distributors and wholesalers may 
take delivery of idle components and fabri- 
cated articles which an original purchaser can- 
not use with the approval of a WPB Regional 
Director, regardless of any L, M, P or CMP 
order. 

Field Administrative Order No. 708.24— 
‘IV PB Order on Sales of Excess Inventories” 
—covers inventories of fabricated articles in 
private owners’ hands. Holders of excess fab- 
ricated articles, who have listed their excess in- 
ventory with their W.P.B. Regional Office, can 
transfer reported stocks to certified distributors 
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providing the W.P.B. Regional Director gives 
his approval. In this way, distributors can pur- 
chase such excess stocks provided they certify 
that they are regularly engaged in selling the 
article they are buying in the form in which 
they buy it. Such purchases do not affect any 
applications that are made on W.P.B. 547 
(PD1X) Certificates and in addition the Re- 
gional Director has the authority to waive in- 
ventory limits of Order L-63 should this be 
necessary. 

(2) Used textile, shoe manufacturing, laun- 
dry and dry cleaning equipment may now be 
handled as a dealer sees fit, since these and 
other types of equipment have now been re- 
leased from sales restrictions. 

(3) Food brokers with local retail contacts 
will in many cases handle food released from 
the stocks of war agencies or from reserves of 
private holders. 

(4) OCR has requested drug distributors 
to stockpile currently scarce drugs and phar- 
maceuticals as they become available so that 
rapid distribution to hospitals and pharmacies 
can be effected should an epidemic demand. 


To keep his place in the picture in the 
future, however, the distributor must keep 
stocks from glutting markets in some 
places and starving essential consumers in 
others, and must keep supplies moving 
without undue price fluctuations. 


THE POSITION OF THE RETAILER 


With regard to the position of the re- 
tailer, it is estimated that government 
surpluses of retail goods after this war 
will be eight or ten times larger than 
after World War I. Since the quality and 
variety of the stocks is better, the mar- 
ket will be immediate. It is advisable to 
prevent these stocks from falling into the 
hands of cut-rate stores and fly-by-night 
operators. Any company interested, as a 
manufacturer or distributor, in the types 
of merchandise sold through military re- 
tail outlets should urge its trade associa- 
tions to make definite and constructive 
recommendations. 

Two large trade associations—the Na- 
tional Retail Dry Goods Association and 
the National Association of Chain Drug 
Stores have already set up committees for 
the study of the disposal of postwar sur- 
pluses. The National Automobile Deal- 
ers Association has also presented a pro- 
gram to the House Small Business Com- 
mittee. 

Retailers of consumer goods may write 
to the nearest Redistribution Officer of 
WPB, or Treasury Procurement Divi- 
sion, indicating the kind of goods wanted, 
and asking to be put on the mailing list 
for bids. 


LEGISLATIVE ACTION 


Several pending legislative bills in 
Congress touch upon this problem, but 
none of them seem to recognize some of 
the most vital elements of it, such as its 
involvement with contract termination set- 
tlements in point of time, and the impos- 
sibility of contractors or other private 
industry buying back any substantial por- 

(Please turn to page 124) 








Dividing Costs for Invoicing Under 
Concurrent CPFF Contracts 


Cost accounting for Cost-Plus-Fixed- 
Fee contracts may be simple or it may 
be complex. The simplest records will 
suffice for a plant devoted solely to one 
product under one CPFF contract. If 
there is a combination of a CPFF contract 
with some fixed price business, certain 
provisions for assuring proper divisions 
of costs are essential, but such are not 
difficult for an experienced cost account- 
ant. The real difficulty arises when the 
same product is being produced simul- 
taneously under more than one CPFF sub- 
contract. This is particularly true if the 
production system is not geared to a job- 
cost accounting system. 

The fundamental accounting concept 
of a CPFF contract is that the contractor 
is reimbursed for amounts paid to ven- 
dors for productive materials and to em- 
ployees for productive labor, to which 
latter amount burden is added. When 
several prime contractors are being fur- 
nished with products, which are either 
identical or similar, a difficulty may be 
encountered in making a distribution of 
costs at the source, i.e., the vendor’s in- 
voice or the time-ticket. Theoretically, it 
is possible to make such a distribution, 
but, in order to make it effective, means 
must be provided to keep inventories sep- 
arate, not only in raw stock but all 
through the manufacturing processes. If 
the product and the operations are com- 
plex, such separations are not merely diffi- 
cult. They become prohibitive. Inasmuch 
as the final customer under all the con- 
tracts is the Government, the cost of 
maintaining an elaborate cost separation 
cannot be justified. 

If two or more subcontracts are taken 
for concurrent production of identical 
products, an arrangement can be easily 
established whereby all costs are divided 
between the subcontract on a percentage 
basis, proportionate to the number of 
units to be produced for each subcontract. 
However, procurement agencies must 
make frequent changes in their require- 
ments to meet the changing needs of 
warfare, so that changes which destroy 
the equity of any pre-determined per- 
centage basis, are not infrequent. 

In the case history being described, the 
percentage basis was established for the 
first pair of subcontracts. The first evi- 
dence of trouble was the injection of a 
subcontract with another prime contractor 
for only a part of the unit being produced 
for the first two prime contractors. The 
next obstacle was the acceleration of de- 
liveries for one of the first prime con- 
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tractors, with each of the original prime 
contractors presenting additional con- 
tracts for quantities in different propor- 
tion to the quantities originally contracted 
for. 

Thus, necessity again became the 
mother of invention. A plan was devel- 
oped which was designed to overcome 
not only the then-present difficulty but 
any other difficulties in splitting costs be- 


If no billing has been made under any 
of the affected contracts, the percentage 
that the forecast for each contract bears 
to the sum of all forecasts is the percent- 
age basis for dividing each request for 
reimbursement between the various con- 
tracts. 

If billing has already been made under 
some of the contracts, which at least will 
be the case by the time the second 


EXHIBIT A 
Contract Revised Forecast Previous Billing Unbilled Balance % 
1A $10,000,000 $3,000,000 $ 7,000,000 42.2 
1B 8,000,000 2,400,000 5,600,000 33.7 
1G 4,000,000 —0— 4,000,000 24.1 
$22,000,000 $5,400,000 $16,600,000 100.0 


tween subcontracts which might thereafter 
arise. 


FORECAST OF COSTS 


The first requirement for the opera- 
tion of this plan is the forecast of costs 
under each subcontract. Such a forecast 
may not, even at the inception, agree with 
the “estimated cost’’ used in the contract 
as a basis for determining the “‘fixed-fee.”’ 


monthly forecast has been approved, an- 
other step is necessary as shown in Ex. 
hibit A. 

During the ensuing months, changes 
are made affecting the forecasts. Spares 
have been ordered under the first two 
contracts, and a new contract comes into 
the group. Probably new contracts should 
not enter into the calculation until pro- 
ductive labor starts. The new calculation 
is as follows: 


EXHIBIT B 
Contract Revised Forecast Previous Billing Unbilled Balance % 
1A $10,500,000 $3,844,000 $ 6,656,000 32.3 
1B 8,200,000 3,074,000 5,126,000 24.9 
iC 4,000,000 482,000 3,518,000 17.1 
2A 5,300,000 —0— 5,300,000 25.7 
$28,000,000 $7,400,000 $20,600,000 100.0 


It should be a sound forecast, backed by 
detailed schedules, so that adjustments 
may be made intelligently at monthly in- 
tervals to reflect changed conditions. A 
skillful statistician is able, through the use 
of log-log papers, to make quite accurate 
forecasts after only a few months of pro- 
duction have elapsed. It is desirable that 
these forecasts be approved by the Con- 
tracting Officer, in order that the various 
prime contractors may be assured that the 
forecasts are unbiased. 


As soon as the new forecasts have been 
approved and the new calculation made 
as shown in Exhibit B, all reimbursement 
requests are split between contracts ac- 
cording to the new percentages, and con- 
tinue on such basis until a new forecast 
is made and approved. 

There are three circumstances liable to 
occur for which special provisions may 
be desirable, namely: 

1. The remaining balance under one 

contract may be so small that con- 





Council for War Production. 





A COST-SAVING PLAN FOR COST-DIVISION 


When the same product is being produced simultaneously under 
more than one CPFF contract, cost accounting problems can develop. 
The author of this article outlines here a tested plan for splitting 
costs between subcontracts. Mr. Barrett, a member of The Control- 
lers Institute of America, is secretary and treasurer of The Murray | 
Corporation of America, of Detroit, and chairman of the Automotive | 
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tinued billing may be impractical. 
2. “Cut-back” in one contract may re- 
sult in that contract having been 
overbilled. 
3. Final costs may have been deter- 
mined for one contract permitting 
final billing and withdrawal from 


the allocation calculation. 


In the first of these circumstances, it 
may be decided that when the percentage 
of allocation for any contract falls below 
1%, such contract may be temporarily 
withdrawn from the calculation. In any 
subsequent calculation, such contract 
should be re-instated if the percentage ap- 
plicable thereto becomes 1% or mote. 
Such a condition can occur when the re- 
maining balances under the other con- 
tracts have been sufficiently reduced by 
the process of invoicing or through cut- 
back. Exhibit C shows the method of 
calculation. 

Under the second circumstances, a cut- 
back in the quantity under one contract 
may result in the transfer of materials 
or labor, which has already been billed, 
to the remaining contracts, which might 
result in the reduced contract having been 
over-billed. A credit may be issued for 
the amount of the over-billing with an 
equivalent amount invoiced against the 
remaining contracts. This adjustment 
serves the purpose of rectifying the previ- 
ous allocations of billings. Under the cur- 
rent procedures of the Army, such in- 
voices can be passed for payment, if a 
check payable to the Government is de- 
livered to the Contracting Officer for the 
account of the Prime Contractor. The 
method of allocating the offsetting charge 
is shown in Exhibit D. 

Whenever final costs for any one of 
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the contracts has been determined, that 
circumstance may be reflected in a final 
adjustment by the allocation from one 
orf more reimbursement units of the exact 
amount of the unbilled balance of the 
completed contract. The remaining bal- 
ance of the affected reimbursement unit 
which may thus not be completely in- 
voiced, should be allocated between the 
remaining contracts under the percentage 
method which has been previously de- 
scribed. Exhibit E shows the calculation. 

The method of invoicing the remain- 
ing balance of a reimbursement unit 
after the final allocation as indicated in 
Exhibit E is briefly illustrated as follows: 





Payroll for week $400,000 
Burden 300,000 
Total 700,000 
Allocated to Contract 1A 500,000 
Balance 200,000 

Allocation to Contract 1B 6.5% $ 13,000 

1G 9.3 18,600 

2A 9.3 18,600 

26 74.9 149,800 

100.0% $200,000 


The final adjustment, as shown in Ex- 
hibit E, may not be feasible in the case 
of any contract until after the acceptance 
of burden computations for the last fiscal 
year during which labor has been per- 
formed on that contract. 

The method herein described will re- 
sult in an equitable allocation of billings 
to the several contracts without neces- 
sitating detailed accounting. It does not 
affect in any way the total amount to be 
recovered by the contractor. 

The saving in accounting and clerical 
labor should be quite evident. 














EXHIBIT C 
Revised Previous Unbilled Temporarily Billing 
Contract Forecast Billing Balance %o Withdrawn Balance % 
1A $11,000,000 $10,500,000 $ 500,000 16.7 $ 500,000 16.8 
1B 8,000,000 7,980,000 20,000 sf $20,000 —0— 
1C 4,000,000 3,000,000 1,000,000 33.3 1,000,000 oo PP 
2A 5,500,000 4,020,000 1,480,000 49.3 1,480,000 49.7 
$28,500,000 $25,500,000 $3,000,000 100.0 $2,980,000 100.0 
EXHIBIT D 
Revised Previous Unbilled Credit for Offsetting 
Contract Forecast Billings Balance Excess Balance % Invoices 
1A $11,000,000 $10,000,000 $1,000,000 $1,000,000 28.6 $143,000 
1B 8,000,000 7,000,000 1,000,000 1,000,000 28.6 143,000 
1¢C 3,000,000 3,500,000 500,000 $500,000 
2A 6,000,000 4,500,000 1,500,000 1,500,000 42.8 214,000 
$28,000,000 $25,000,000 $3,000,000 $3,500,000 100.0 $500,000 
EXHIBIT E 
Revised Previous Unbilled Final 
Contract Forecast Billings Balance Allocation Balance Jo 
1A $11,000,000 $10,500,000 $ 500,000 $500,000 
1B 8,000,000 7,300,000 700,000 $ 700,000 6.5 
1C 5,000,000 4,000,000 1,000,000 1,000,000 9.3 
2A 6,000,000 5,000,000 1,000,000 1,000,000 9.3 
2B 10,000,000 2,000,000 8,000,000 8,000,000 74.9 
$40,000,000 $28,800,000 $11,200,000 $10,700,000 100.0 


105 


Industrial Reconversion May Not 
Follow Present Plans 


Reconversion of industry for civilian pro- 
duction may turn out to be very different from 
the orderly procedure being planned by Wash- 
ington officialdom, Brigadier General Leon- 
ard P. Ayres, vice president of the Cleveland 
Trust Co., declared recently in the bank’s busi- 
ness bulletin. 

General Ayres points out that already some 
plants are discontinuing making munitions and 
returning to peacetime activities. This process, 
he says, conforms to no prearranged plan, be- 
cause it results from unforeseen military de- 
velopments. 

“Probably the most striking case so far is 
that of the makers of railroad equipment,” he 
says. They have produced great numbers of 
tanks and much artillery, but now the tank 
and artillery programs have been greatly re- 
duced and the equipment firms are asked to go 
back to making locomotives. 

“Baldwin Locomotive and American Loco- 
motive probably will make nearly 4000 engines 
this year, of which more than half will be 
produced on military orders. These firms will 
face few or no problems of reconversion. For- 
tunately for them, the army now finds that it 
has pressing need for large numbers of articles 
they regularly produced in times of peace. 

“Many makers of farm implements find 
themselves in a somewhat similar situation. 
England and Russia will need food this year 
even more pressingly than they will need some 
of the munitions we have been shipping them. 
As a result, makers of farm implements have 
been asked to return to their regular lines of 
production and do it in a hurry.” 

General Ayres also cited the typewriter and 
office supplies situation. 


41-43 PRODUCTION SETS RECORD 

He then declared that statistics dating back 
to 1790 show that production in 1941-42-43 
was the highest ever recorded, even after cor- 
rections made to allow for longterm growth 
of population and industrial production. 

The highest previous figure was 24 per 
cent. above the computed normal level during 
the War of 1812 and the highest figure reached 
in the First World War was 16 per cent. above 
the computed normal level. During most of 
1943, General Ayres said, production was 
about 40 per cent. above the normal level. 

“Many more factory workers have entered 
the army than their numbers in the popula- 
tion would have led us to expect,” said General 
Ayres. ‘By last March, more than 6,250,000 
men had become soldiers and almost 42 per 
cent. of them had been factory workers or em- 
ployees in other mechanical industries. This 
group appears to have furnished more than its 
expected share of soldiers.” 


Bonus on Company Basis 
Approved by WLB 


The National War Labor Board for the first 
time approved, on January 14, payment of a 
company-wide incentive bonus to miscellaneous, 
nonproduction employees of the Westinghouse 
Electric and Manufacturing Company. Usually 
the board has approved payments to employes 
engaged in direct production tasks only. The 
board had previously approved such plans for 
individual plants, it was reported. 

The case involved an agreement between the 
Westinghouse Company and the United Elec- 
trical, Radio and Machine Workers, CIO, 
affecting 20,000 nonproduction employees in 
thirty plants. The bonus is based on incentive 
pay for production workers and is retroactive 
to April 8, 1943. 








The Function of Industrial 
Controllership 


My purpose is to present to readers 
whose interests lie largely in the field of 
accounting education a controller’s ideas 
of the nature of the controllership func- 
tion and its place in industry. This does 
not seem, on the surface, like a difficult 
task; surely, anyone who has been a con- 
troller for any length of time should 
have a pretty clear picture in his mind 
of his job and of his function in the busi- 
ness world and in the general social 
scheme. Yet I have to being my remarks 
by admitting that I am not able to give 
you a precise and clear-cut definition of 
controllership, and I suspect that the dif- 
ficulty of defining the function precisely 
is the real reason for the teacher's present 
interest in the subject. 

The law, which might be expected to 
have something to say, at least as to the 
obligations and responsibilities of con- 
trollers, gives us little or no help; Mr. 
Nathan Isaacs, Professor of Business Law 
at the Harvard Graduate School of Busi- 
ness Administration, said, in an address 
in February, 1940, that nowhere in Fed- 
eral or state law is the word “‘controller’’ 
defined as involving any particular set 
of functions, and that although the law is 
beginning to recognize controllership, 
without actually defining it, the respon- 
sibilities, obligations, and liabilities of 
the controller in any particular company 
depend on his contract with the direc- 
tors, whether that “contract” be ex- 
pressly defined or simply implied by 
custom or precedent. 

And when we turn to custom and prec- 
edent we find that the controllership 
function is in a state of evolution and de- 
velopment, and that there is a truly 
amazing variety in the nature and scope 
of the controller's duties and the impor- 
tance of his job in different companies. 
The available literature on the subject is 
not very extensive; you are familiar, no 
doubt, with the check list of controller’s 
duties published by the Controllers In- 
stitute of America, and with the survey 
made in 1935 by the Policyholders Serv- 
ice Bureau of the Metropolitan Life In- 
surance Company with the codperation 
of the Institute. A study of these docu- 
ments and of articles on the subject 
which have appeared from time to time 
in the periodicals published by the Con- 
trollers Institute and others will be very 
helpful in acquiring background as to 
how controllers are actually functioning 
in business today and what they and 
others believe to be their duties and re- 
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sponsibilities. But it seems to me that a 
broader view is required if we are to un- 
derstand the real nature and essence of 
the controllership function, of which 
these duties and responsibilities are 
merely aspects or manifestations; and I 
believe that it is possible to achieve this 
broader view by reviewing the way in 
which the controllership function has 
developed, and analyzing the nature of 
the services it is being called on to render 
to business today. 


ORIGIN AND DEVELOPMENT OF 
CONTROLLERSHIP 


I think you will find it true that 
in most business enterprises the or- 
ganization of responsibilities tends to 
vary with the capacities, and perhaps 
with the interests, of the individuals who 
make up the executive “team,” and, 
furthermore, that the higher you go in 
the scale of responsibilities, the more 
likely you are to find this kind of varia- 
tion. This, it seems to me, is an inevitable 
and a desirable condition, for it is usually 
easier to adapt organization to human 
capacities than to attempt to mold peo- 
ple to fit a rigid organization plan. This 
process of adaptation cannot, of course, 
be carried too far, as there are certain 
principles of organization which are 
basic and which must be observed if 
management is to function effectively, 
but the area of possible variation is 
rather broad. And so we often find con- 
trollers performing duties which seem to 
be clearly extraneous to their function 
as it is generally understood, and in 
many cases it seems that these duties are 
assigned to them simply for lack of a 
better place in the organization to un- 
load them. But, if, in studying the in- 
formation available as to how controllers 
are actually functioning in industry, we 
eliminate miscellaneous and occasional 


duties of this sort, I think it becomes evi- 
dent that the essential duties of control- 
lership are all aspects of one basic func- 
tion—preparing and keeping the records 
of the business and reporting and inter- 
preting the information which they con- 
tain. I use the term “records” in its 
broadest sense, to include not only the 
books of account, but also the original 
documents, such as sales and purchase 
invoices, vouchers, checks, etc., and the 
supplementary statistical analyses and 
tabulations prepared from them, and the 
budgets, which represent the recorded 
operating plans of the business. 
Superficially, this simplified statement 
of the controller’s function may seem to 
minimize the importance of his position 
by assigning him the status of a book- 
keeper or chief clerk, and there is no 
doubt that the bookkeeper of the days of 
high desks and elegant Spencerian pen- 
manship is the authentic ancestor of the 
controller of today. But the evolution of 
this particular species has been so rapid 
that the ancestor would have difficulty in 
detecting in his descendant any trace of 
family resemblance—indeed, it can be 
said that the parent would have difficulty 
in recognizing his child. This rapid evo- 
lution has paralleled, and is in fact a 
part of, the evolution of industry itself; 
the tremendous expansion in the scope 
and complexity of business activities in 
the past twenty-five years, the increasing 
severity of competition, and the growth 
of public ownership of and interest in 
business enterprises have all placed heavy 
added responsibilities on business man- 
agement ; and management, no longer 
able to rely on personal supervision of 
the activities under its direction, has 
turned to the accounts and records for 
the facts it must have to act intelligently. 
This has led naturally to an increase in 
the volume, variety, and complexity of 
business records, and, even more impor- 





WHAT IS MODERN 


ship Problems. 





That question is succinctly answered in this paper, which is re- 
printed from the January, 1944, issue of ‘‘The Accounting Review.” 
Mr. Anderson is controller of The Kendall Company of Walpole, Mas- 
sachusetts. As a member of The Controllers Institute of America, he 
serves on The Institute’s National Committee on War Contract Ter- 
mination Policies and Procedures, 
formation and Research, and the Committee on Postwar Controller- 


CONTROLLERSHIP? 


the Committee on Technical In- 
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tant, to an increasing emphasis on the re- 
porting and interpreting function, as dis- 
tinct from the purely recording function, 
and hence to the development of control- 
lership as a real factér in management. 

The pattern of this development has 
not been at all uniform—in many organ- 
izations the reporting and interpreting 
function has been separated entirely 
from the recording function, and the lat- 
ter has, in some cases, been further di- 
vided between original recording and 
auditing, with the controller's responsi- 
bility sometimes restricted to one or two 
of these subdivisions of the complete 
functiun, and sometimes spanning all of 
them. The considerable degree of con- 
fusion that exists today as to the exact 
nature of the controller’s job is largely 
due to these variations in the subdivision 
of the original function and in the as- 
signment of its different parts. 


SUB-FUNCTIONS OF CONTROLLERSHIP 


I think it is clear, from my remarks so 
far, that I do not believe it practicable to 
lay down a definition of the controller's 
job that will fit all sizes and types of 
business and all organizations. I do be- 
lieve, however, that it is possible to de- 
fine very clearly the objectives of the rec- 
ord-keeping and reporting function. At 
the risk, perhaps, of oversimplification, 
I would say that, broadly speaking, there 
are just three such objectives, which 
might be called the sub-functions of con- 
trollership ; they are 


. Protection of the assets of the busi- 
ness. 

. Compliance with legal reporting and 
record-keeping requirements. 

. Assistance to management in formu- 
lating policies and controlling opera- 
tions. 


_ 


he 


ss) 


Of these three broad sub-functions of 
controllership, the first-named, protec- 
tion of the assets of the business, might, 
without minimizing its importance, be 
called the purely “accounting” function, 
using the term “accounting” in its lim- 
ited sense, as when we speak of account- 
ing for a sum of money, or for other 
property. It covers such elementary re- 
quirements as keeping accounts with cus- 
tomers, control of cash receipts and 
expenditures, proper recording of mer- 
chandise inventories and plant assets—in 
other words, the minimum records neces- 
sary to insure against loss to the business 
through error or fraud. Until rather re- 
cently, this was perhaps the major pur- 
pose of the record-keeping function, and 
the proper discharge of this function ina 
large organization today requires not 
only a high degree of efficiency in the 
mechanics of record-keeping, but also 
considerable judgment and skill in plan- 
ning the records and setting up the or- 
ganization to operate them. 

Compliance with legal reporting and 
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record-keeping requirements, which may 
be called, for convenience, the “‘legal’’ 
function of record-keeping, is the most 
recent in origin of these three sub-func- 
tions, but by its very nature it is the most 
imperative. Tax returns must be filed, 
companies with listed securities must 
report to the Securities and Exchange 
Commission, government questionnaires 
must be answered, and records must be 
kept for these purposes. These returns 
and reports are increasing in number and 
complexity year by year as laws and reg- 
ulations grow more and more intricate 
and “clever.” It happens that I am in a 
business which has extensive cotton tex- 
tile operations, and I well remember that 
in 1936 it seemed to me that the ultimate 
in intricacy and complication had been 
achieved in the so-called “Unjust Enrich- 
ment Tax” law. But it is apparent now 
that that was just a kind of preliminary 
workout for the legal technicians, for 
the Unjust Enrichment Tax law is a 
child’s primer as compared with the Rev- 
enue Act of 1942. And the end is not 
yet. 

The third of the sub-functions named 
—assistance to the management in for- 
mulating policies and controlling opera- 
tions—covers a very broad field, includ- 
ing not only the use of the actual records 
of the business for this purpose, but also 
the summarizing and recording of busi- 
ness plans in the form of the budget, and 
in some cases the analysis and interpreta- 
tion of external data which may have a 
bearing on managerial policy. This 
“management” function of controller- 
ship has always existed in some degree, 
but for many years it was limited to the 
preparation of a balance sheet and a sim- 
ple profit and loss statement, which were 
usually available only at the end of the 
years after a physical inventory had been 
taken and the books had been audited by 
a public accountant. Today management 
needs and demands prompt and com- 
plete information about every phase of 
business operations, and it is this demand 
which has so completely transformed the 
record-keeping function and given the 
controller the opportunity to make a dy- 
namic and constructive contribution to 
the success of his own organization and 
to general economic progress. 


FUNDAMENTAL ORGANIZATION 
PROBLEMS 


It seems obvious, even from this brief 
summary, that the objectives of these 
three sub-functions—which I have 
termed the “accounting,” “legal,’’ and 
“management” functions—are really 
quite distinct, even though they all stem 
from the one broad function of record- 
keeping, and that each of them may call 
for different types or forms of secondary 
or summary records, though all must de- 
pend on the same primary or original 
records. Even more important is the fact 
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that the most effective discharge of each 
of these functions requires a different 
approach, a different habit of thought, 
and a different attitude of mind. What 
does this mean to the controller? 

In a small organization, where he must 
necessarily perform all these functions 
himself, it means that he must recognize 
his problem, and be versatile in his atti- 
tude and approach. Ina larger organiza- 
tion he may surrender one or two of the 
three functions, or, if his work spans 
them all, he must not only maintain 
versatility of approach himself but must 
also have versatility of abilities in his 
organization, particularly in his direct 
assistants. I have already indicated my 
belief that the best solution of the prob- 
lem in any particular company will de- 
pend on the form of its internal organ- 
ization and the abilities of the available 
personnel, but there are certain funda- 
mental questions which the controller of 
any company of medium size or larger is 
likely to encounter in orienting himself 
within his organization and defining his 
job. I should like to examine these ques- 
tions briefly, since I believe they throw a 
good deal of light on the various current 
views of controllership and the possibil- 
ities for its future development. 

These fundamental questions may be 
stated briefly as follows: 

(1) In addition to his responsibilities 
to the management, what responsibilities 
does the controller have to the directors, 
the stockholders, and the public? Can 
one individual span the entire record- 
keeping function and discharge all these 
responsibilities ? 

(2) Is it necessary to remove some 
part of the record-keeping function from 
the controller’s area of responsibility in 
order to secure adequate protection of 
the assets of the business—i.e., adequate 
internal check ? 

(3) To what extent, if at all, should 
the controller assume responsibility for 
Federal and state tax returns, and for 
other reports required by governmental 
authorities ? 

(4) Should the controller relinquish 
direct supervision of the keeping of the 
company’s records and confine himself 
to the analysis and interpretation of op- 
erating results as disclosed by the rec- 
ords? 

The question of the responsibility of 
the controller to the directors, the stock- 
holders, and the public, as distinct from 
his responsibilities to management, has 
received a great deal of attention re- 
cently because of the disclosure of fraud 
in the published statements of several 
companies. The old-time bookkeeper 
had little responsibility of this kind; he 
accepted instructions from the manage- 
ment, and had no legal or even moral 
obligation to question those instructions 
unless they involved flagrant and patent 
fraud. But, along with a growing recog- 
nition of the right of stockholders (and, 
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in the case of listed companies, the right 
of the public) to accurate and dependable 
information about corporate operations 
there has developed on the part of con- 
trollers an increasing sense of respon- 
sibility for the published reports of their 
companies. The limits of this respon- 
sibility have not been clearly defined, and 
perhaps some controllers have felt that 
examination by an independent public 
accountant relieved them of the greater 
part of the burden of this obligation. But 
there is no doubt that, in the last seven 
or eight years particularly, managements 
have been relying more and more on 
their controllers for compliance not only 
with the letter of the various laws which 
have been passed to protect the stock- 
holder and the investor, but also with 
the principles of complete and adequate 
disclosure which inspired these laws. 

The discussions arising out of the Mc- 
Kesson & Robbins case and other less 
publicized cases in the past few years 
have served to emphasize and possibly to 
accentuate this trend, and the public pro- 
nouncements of members of the Secu- 
rities and Exchange Commission and of 
officials of the New York Stock Ex- 
change! have made it clear that those 
bodies look primarily to corporate man- 
agement for accuracy and completeness 
in the published reports of listed com- 
panies, and that they consider the cer- 
tificate of the independent public ac- 
countant as a necessary but secondary 
check which does not in any way relieve 
management of its primary responsibil- 
ity. These pronouncements from such 
high scources, which specifically named 
the controller as the logical representa- 
tive of management in carrying out this 
responsibility, focused the attention of 
management and of the public on the im- 
portance of this phase of the controller’s 
function, and many managements took 
steps to strengthen the hands of the con- 
trollers in their organizations and to give 
them definite authority commensurate 
with these responsibilities. 

This development was undoubtedly 
sound from all viewpoints, but at the 
same time controllers found themselves 
faced with an apparent belief in some 
quarters that the controllership function 
should be set up as a check on manage- 
ment itself, a sort of internal policing 
function, responsible not to management 
but directly to the board of directors or 
even to the stockholders. That this pro- 
posal, which seemed to involve a more 


*See the address of Robert E. Healy, May 
15, 1939, reprinted in THE CONTROLLER for 
June, 1939; the address of Jerome E. Frank, 
October 10, 1939, reprinted in the 1939 Year 
Book of the Controllers Institute of America; 
the address of William W. Werntz, June 7, 
1940, reprinted in THE CONTROLLER for July, 
1940; the report of the New York Stock 
Exchange’s Committee on Stock List, approved 
by the Exchange’s Board of Governors on 
August 23, 1939, on the subject of “Audits and 
Audit Procedure.” 
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or less complete separation of the con- 
troller from management, was not pleas- 
ing to controllers themselves was evident 
from the discussions and correspondence 
on the subject recorded in THE CONTROL- 
LER, the official organ of the Controllers 
Institute of America.2 From these dis- 
cussions it appears that controllers con- 
sider that their own best interests lie in 
keeping the controllership function as 
an integral part of management organi- 
zation, and that they are reluctant to ac- 
cept any definition of their responsibil- 
ities which is at variance with this 
fundamental concept. But irrespective 
of what controllers may believe to be 
their own best interests, the question may 
properly be asked whether the respon- 
sibility of the controller, as apparently 
visualized in these pronouncements of 
government and stock exchange officials, 
can be effectively discharged by an indi- 
vidual who is also a working member of 
the management group, and who assists 
in the formation of operating policies 
and reports on and interprets the results 
of these policies for the management. 

This question is one which cannot be 
answered categorically and finally at the 
present time. There are those who antici- 
pate a marked growth in the importance 
of this phase of controllership as time 
goes on and the “partnership” of gov- 
ernment and business develops and be- 
comes more clearly defined. If, as some 
intelligent persons believe, we are in a 
transition stage, and if, when V-Day is 
behind us, we find ourselves facing a dif- 
ferent world, with further changes in 
our inherited ideas of how business 
should be operated, it may be necessary 
to make a sharp distinction between this 
“public” responsibility of controllership 
and its internal or management respon- 
sibilities. The question is an interesting 
and important one, but it is beyond the 
scope of this discussion to do more than 
point it out and say that controllers must 
keep their minds open and prepare them- 
selves mentally to cope with such devel- 
opments as, they occur. For the present 
we have to deal with the situation as it 
exists in business today—and it is my 
opinion that the controller, if he has a 
complete and clear understanding of his 
responsibilities and the ability to codp- 
erate with the other members of his or- 
ganization, can discharge his responsibil- 
ities to the public as a member and repre- 
sentative of management, and that sepa- 
ration of the controllership function 
from the management is neither neces- 
sary nor desirable. 

The election of the controller by the 
board of directors may be helpful in giv- 
ing him the definite authority and stand- 
ing he needs to keep his trust to the pub- 


*See issues of June to October, 1939; also 
in the issue for January, 1940, “Shall Crim- 
inal Responsibilities be Placed on the Control- 
ler?” by Wesley Cunningham. 


lic and at the same time serve his man- 
agement; but it is the way in which he 
uses this authority that will determine 
his success in discharging his dual te- 
sponsibility. He must, of course, accept 
complete responsibility for protecting 
the stockholders from outright fraud, 
and he must have and exercise freely 
whatever authority he needs to accom- 
plish this end; but when it comes to the 
finer questions of adequate disclosure, 
the final responsibility rests, in the great 
majority of cases, on the top manage- 
ment. The controller's duty is to make 
the facts available to the management 
and to suggest a form of report which he 
believes will provide the stockholders 
with adequate information. Although he 
is rarely in a position to dictate on this 
point, he can throw his influence with 
his management on the side of complete 
disclosure, working from within for the 
principles he believes to be sound, and of 
course withdrawing entirely if he finds 
himself in a position incompatible with 
his standards of ethics. 

A word should be added as to the rela- 
tionship of the controller and the public 
accountant in this field. It may appear 
superficially that there is some duplica- 
tion or even conflict of responsibility 
here, but this is not necessarily true. The 
outside and inside viewpoints can and 
should supplement and check each other, 
and with proper codperation and mutual 
understanding the controller and the 
public accountant can each be of genuine 
assistance to the other in the perform- 
ance of their respective essential func- 
tions. 


SUBDIVISION OF RESPONSIBILITIES FOR 
INTERNAL CHECK 


Entirely aside from the problem of 
possible conflict between the responsibil- 
ities of the controller to the public and 
to management, it is frequently sug- 
gested that a division of the record-keep- 
ing function is desirable in order to con- 
form to the fundamental principle of 
internal control, which requires that the 
work of each employee be counter- 
checked by the work of another. The 
suggestions of the proponents of this 
viewpoint range all the way from the 
transfer of the actual handling of cash 
to the jurisdiction of someone other than 
the controller—usually the treasurer— 
to a complete segregation of the opera- 
tion of all the company’s records from 
the auditing of those records. One of the 
most definite statements of the latter pro- 
posal was made by Victor H. Stempf in 
1939, in a discussion on the general sub- 
ject of internal auditing, as follows: 


“I believe that the controller should design 
and formulate the methods of accounting to 
be pursued by the company, but I don’t believe 
that he should be directly responsible for the 
internal recording of transactions. I think that 
is an operating function. The ideal setup in 4 
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large organization is to have a chief account- 
ant, who reports directly to the general man- 
ager and is independent of the controller, and 
whom the controller checks.’* 


It is difficult to quarrel with the principle 
of this proposal, although most control- 
lers would probably suggest that if such 
a segregation of their duties is to be 
made, it would be more logical to com- 
bine the designing, operating, and inter- 
preting of the records under the control- 
ler and assign the checking function to 
an internal auditor who might, if it were 
considered desirable, report directly to 
the president or other ome functioning 
as “general manager.” In the same dis- 
cussion from which the above quotation 
was taken, the counter-suggestion was 
advanced that in a large organization the 
controller is an executive officer, and 
hence is sufficiently removed from the 
actual recording of transactions to ob- 
viate the necessity of an independent 
internal auditing function. That this is a 
widely held point of view is evident 
from the common practice of having the 
internal auditor, if there is one, report to 
the controller. But it cannot be denied 
that this practice does not of itself afford 
as complete protection as is obtained 
when the auditing function is separate 
and independent. 

As a practical matter, however, if an 
adequate system of internal audit, even 
though under the supervision of the con- 
troller, is subjected annually to an in- 
telligent review and test by an independ- 
ent public accountant, it will be next to 
impossible for the controller to take un- 
fair advantage of his dual position as re- 
corder and checker of his own record- 
ing. It seems, therefore, that the chief 
advantage of the various proposals for 
achieving better internal control by sub- 
dividing the record-keeping function 
may be a slight simplification of the task 
of the independent public accountant in 
satisfying himself as to the adequacy of 
such control. Public accountants do not 
in general seem to find it difficult to 
cover this phase of their investigations 
under existing conditions, and in the ab- 
sence of stronger evidence to the con- 
trary it appears that the natural prefer- 
ence of management for looking to one 
person to be responsible for the com- 
plete record-keeping function, with a 
periodic check by independent public ac- 
countants, does not entail any real loss 
of protection for the corporate assets. 


RESPONSIBILITY FOR TAX RETURNS AND 
GOVERNMENT REPORTS 


As taxes have multiplied and tax rates 
have skyrocketed, and as governmental 
regulation has extended over an ever- 
widening area of business operations, 





*NACA Yearbook 1939, pp. 394-395. 
“See NACA Bulletin, June 1, 1939, Section 
Ill, pp. 1289-1290. 
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what I have called earlier in these re- 
marks the “legal” phase of the record- 
keeping function has increased tremend- 
ously in importance, and in many com- 
panies has demanded a larger and larger 
share of the controller’s time and atten- 
tion. The exact degree of responsibility 
assumed by the controller for the prepa- 
ration of tax returns and reports to gov- 
ernment agencies varies considerably in 
different companies; in many cases the 
controller has full responsibility, in 
some he has no responsibility at all, and 
there are various intermediate working 
arrangements. The tendency to segre- 
gate this particular phase of the record- 
keeping function is undoubtedly due to 
the fact that there are legal as well as 
accounting problems involved. Complete 
segregation, with the controller assum- 
ing little or no responsibility, is most apt 
to occur when one of the other officers, 
by reason of legal training and back- 
ground, is qualified to take over the 
function and is interested in doing so, or 
when the size of the corporation is such 
as to justify a separate tax department. 
Some companies lean very heavily on 
their public accountants for assistance in 
this field, and many public accounting 
firms have on their staffs tax specialists 
with both legal and accounting training 
who are in a position to render very ef- 
fective service. I believe, however, that 
it is a mistake to leave this responsibility 
entirely in the hands of outside advisers, 
whether accounting or legal, since the 
most effective discharge of the function 
requires not only legal knowledge, ex- 
perience in dealing with tax administra- 
tion, and a thorough understanding of 
accounting principles, but also an inti- 
mate acquaintance with the company’s 
operations and records, which in most 
cases can be supplied only by someone 
within the organization itself. It is im- 
possible to lay down any rule as to how 
this combination can be best achieved in 
any particular company. If the control- 
ler has full responsibility, he will, clearly, 
need constant legal advice and guidance, 
whereas if the responsibility is assumed 
by someone whose background is prima- 
rily legal, the company will be the loser 
if it does not utilize the controller’s 
training in accounting and his familiar- 
ity with the operating methods, results, 
and records. This is particularly true be- 
cause of the necessity of considering in 
advance the effect of major financial or 
operating decisions on the company’s tax 
liability, so that transactions may be han- 
dled and recorded in the accounts in such 
a way as to avoid unnecessary tax penal- 
ties. Complete and close codperation be- 
tween the controller and the company’s 
legal and accounting advisers is the only 
adequate answer to this problem, and in 
order to make such codperation really 
effective the controller, though he need 
not be by any means a trained lawyer, 


109 


must acquire some legal background and 
must follow the major trends in tax and 
regulatory legislation. 


SEPARATION OF OPERATING AND INTER- 
PRETING ASPECTS OF CONTROLLERSHIP 


Another reason frequently adyanced 
for subdividing the record-keeping func- 
tion in a different way lis based on the be- 
lief that the controller can render better 
service to management if he surrenders 
all line responsibility and acts in a staff 
capacity, analyzing and interpreting fi- 
nancial and operating results and trends, 
and perhaps supervising or assisting in 
the preparation of the budget. This is, of 
course, a somewhat restricted conception 
of the controllership function, and has 
probably developed as a result of the in- 
creasing demands of management for this 
type of service and a recognition of the 
differences between the types of mental- 
ity best fitted for discharging the several 
phases of the record-keeping function. 
This problem was touched on earlier in 
this article, and the suggestion made that 
the controller needs to keep clearly in 
mind the multiple demands of his job, 
and, in all but the smallest organizations, 
organize his department with assistants 
who are equipped by temperament to 
handle details which he himself has 
neither the time nor the natural inclina- 
tion to cover properly. 

Most important in this respect, per- 
haps, in any sizable organization, 1s a 
competent office manager to supervise 
what might be called the “‘office service” 
functions, such as order-writing and in- 
voicing, mechanical compilation of sta- 
tistics, keeping customers’ ledger ac- 
counts, and the like, and to plan and 
supervise the installation and mainte- 
nance of office methods and equipment. 
With an able assistant in this depart- 
ment, and a carefully selected and trained 
“staff” which may consist of any number 
upward from one, depending on the size 
of the company and the nature of its op- 
erations, the controller who has devel- 
oped a measure of executive ability 
should be able to span the record-keep- 
ing function in its entirety and still de- 
vote the major part of his time to the con- 
structive activities of management serv- 
ice. 

It may properly be asked, however: 
Why expect so much of one individual ? 
Why not split the job up into its recog- 
nizably distinct parts? The answer is 
that in spite of its varied phases, the rec- 
ord-keeping function is essentially a uni- 
fied responsibility, and from the stand- 
point of management it is simpler and 
more direct, if feasible, to look to one 
man to discharge this responsibility. 
Furthermore, it is to the advantage of 
the business that the knowledge and ex- 
perience of the controller in his dis- 
tinctly technical field be applied to all 
problems in that field and that his fa- 
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miliarity with the intimate details of the 
business be fully utilized. And, finally, 
the controller himself is better able to 
understand operating results and to in- 
terpret them authoritatively if he has 
supervised the construction and use of 
the records, and has direct responsibility 
for the application of sound accounting 
principles in the recording of all trans- 
actions. 


CONTROLLERSHIP A DYNAMIC FUNCTION 


I hope that out of what I have said so 
far the reader has been able to see emerg- 
ing the outlines, at least, of a picture of 
the controllership function, and that 
even though the details of that picture 
may not appear in sharp focus, it is suffi- 
ciently intelligible to give you some feel- 
ing of the real nature of the function. 
Controllership might be defined rather 
baldly as the function which embraces 
the recording and utilization of all of the 
pertinent facts about a business. That 
would, I think, be a reasonably accurate 
definition, as such definitions go, but it 
would fall far short of conveying the 
idea that I should like to present—the 
idea of controllership as a vital and con- 
structive factor in business management. 

Controllership does not mean the rou- 
tine recording and checking of business 
transactions and the assembling and re- 
porting of cut-and-dried factual data. At 
least, it should not mean that, and the 
controller who is satisfied with that con- 
ception of his job simply does not realize 
any of its real potentialities. When you 
see that kind of a situation, you will al- 
most always find that someone else in the 
organization—most often one of the 
principal executive officers—is carrying 
the load of the real controllership func- 
tion, besides his other duties, and usually 
carrying it less effectively than the con- 
troller could if he were alive to his op- 
portunities. 

I think that teachers will readily real- 
ize the importance of maintaining a bal- 
ance between specialized technical in- 
struction and the broader phases of edu- 
cation that are necessary to develop in 
the student the imagination and the 
sense of orientation and perspective 
which he must have to make the most 
effective use of his technical knowledge. 
My own theory is that this is especially 
important in the field of accounting, for 
there is a comforting but illusory defi- 
niteness about figures that tends to make 
us think of them as ends in themselves, 
unless we read them and use them with a 
full appreciation of their essential mean- 
ing and their limitations. Any cost ac- 
countant who has graduated from the 
novice class knows that when he is asked 
for a cost of some product or some op- 
eration, the first thing to be done is to 
make sure that he understands for what 
purpose the cost is to be used; if he neg- 
lects to do this. his answer may be utterly 
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misleading. And I am sure that every 
controller has had the experience of pre- 
paring a report which seemed to him and 
to his immediate associates in the ac- 
counting department to be perfectly 
clear and obvious in its implications, and 
then discovering that the report meant 
entirely different things to different in- 
dividuals in the management group, the 
impression obtained by each being col- 
ored by his background and general 
viewpoint, and perhaps—human nature 
being what it is—by his concentration on 
some particular objective which he had 
in mind at the moment. 

The controller must see to it that the 
data which he presents to management as 
a basis for controlling operations and 
formulating policy are correctly inter- 
preted by those who are guided by them; 
this requires not only clarity in presenta- 
tion but also an understanding of the 
viewpoints of his associates in the man- 
agement. For an excellent example of 
the intelligent and effective use of fig- 
ures in the field of controllership, I refer 
to an article by E. Stewart Freeman in 
the January, 1939, issue of THE CONTROL- 
LER, entitled ‘“‘Cost Analysis Is a Science, 
but Pricing May Be Classed as an Art.” 
I think this article instructive and re- 
freshing in its approach to an important 
business problem, and it illustrates per- 
fectly my point that imagination and 
perspective are essential in the exercise 
of the controllership function. 

What I have just said about the neces- 
sity for clear thinking, imagination, and 
perspective in the ‘““management’’ func- 
tion of controllership applies just as 
much to what I have called the “legal” 
and “accounting” functions. Tax returns 
and government questionnaires may ap- 
pear to be highly formalized, to the point 
of being ‘‘cut-and-dried,” but to do an 
adequate job in the preparation of these 
reports for any business, it is necessary 
to have a thorough understanding of the 
operations of the business and to know 
a great deal about the background and 
the objectives of the laws or regulations 
under which the reports are required. 

In the field of taxation, especially, 
there are major problems, the solution of 
which calls for the utmost ingenuity and 
analytical and constructive ability that 
the controller can bring to bear on them; 
an outstanding example, which is very 
much in the minds of all controllers at 
the moment, is the preparation of claims 
for excess profits tax relief under Sec- 
tion 722 of the Revenue Code. 

In the purely “accounting” field, in 
which a great deal of routine is unavoid- 
able, the controller's problem is to inject 
enough variety and imagination into his 
approach to keep the routine from be- 
coming a deadly formality, for experi- 
ence has shown that mere formal routine 
auditing, however meticulously carried 
out, is not in itself adequate protection 


for business assets. And in the discharge 
of all these functions—accounting, legal, 
and management—the controller must 
be adept in dealing with many different 
types of personality and temperament, 
which means that he must be tolerant, 
practical, and flexible in his thinking, 
while at the same time holding fast to the 
principles and policies which he knows 
to be sound. 


THE FUTURE OF CONTROLLERSHIP 


And now, in conclusion, a brief word 
as to what the future holds for control- 
lership. For the past year and a half to 
two years controllers, like other business 
executives, have been concentrating 
largely on war problems: the costing of 
government contracts, renegotiation, ex- 
cess profits taxes, and, more recently, war 
contract cancellation procedures. These 
will continue to be of major importance 
through the readjustment period im- 
mediately after the war. And what then? 

We are hearing a great deal, these 
days, about the coming test of private en- 
terprise. Responsible business leaders 
are saying that if private enterprise fails 
to make the economy of the postwar 
world function for the good of all the 
people, the state will take over and de- 
mocracy as we know it will give way to 
some form of socialism. This interest in 
the common good is not starry-eyed 
idealism on the part of these business 
leaders, but, to use a term that I believe 
was first coined by the late E. A. Filene, 
it is “enlightened selfishness”; it does 
not imply any change in the primary re- 
sponsibility of management, which is to 
conserve the equities entrusted to it, but 
it does imply a broader vision in the dis- 
charge of that responsibility. I shall not 
try to enlarge on this idea any further, 
for it covers too broad a field. But I must 
point out that to do the job ahead, man- 
agement will need the services of really 
constructive controllership. 

I have suggested earlier that develop- 
ments in the relationship between gov- 
ernment and business may vitally affect 
the evolution of the controllership func- 
tion, perhaps laying on the controller in- 
creased responsibilities to government 
and to the public. However that may be, 
controllership is and will continue to be 
an indispensable function in business 
management, and, in tune with the times, 
it is sure to offer increasing opportunities 
in the future for genuine and practical 
service to business and to society. 


Federal Taxation 


This timely subject is analyzed, together 
with comprehensive and detailed suggestions 
for amendment of the Internal Revenue Code, 
in a recent report by the Committee on Federal 
Taxation of The Controllers Institute of 
America. Copies of the special report are avail- 
able at 25 cents each to readers of THE CON- 
TROLLER. Please send remittance (stamps are 
acceptable) to The Institute’s headquarters: 
One East Forty-Second Street, New York 17. 
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Proper Design for Voucher 
Checks Avoids Errors 


A clerk in a bank listed a check for 
$12.70 when it should have been listed 
for $40.45. This error threw the bank 
out of balance and it required 24 man- 
hours of work to find the trouble. When 
it was found, the clerk was not repri- 
manded because it was not her fault. 

The check which caused the trouble 
is shown on this page as Number 1, and 
if you examine it, you will see that there 
are two amounts, $40.45 and $12.70. 
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By John Y. Beaty 


a 

You may say that the clerk should have 
known which was the right amount be- 
cause in front of the $12.70 is the word 
Disbursements. However, the confusing 
figures on the right-hand end of this 
check caused an error not only in this one 
bank but in two others which handled it. 

Most checks are handled by three or 
four banks before they are finally re- 





Postwar “Ifs’” Answered 
“If American credit is necessary, 
let us provide it of our own volition 
through the national and international 
channels already tested and familiar 
to us. 

“If American funds are required to 
relieve suffering abroad, let us pro- 
vide them freely, as we always have. 

“If a sound currency is essential as 
a guide for all the currencies in the 
world, it 1s in our power to provide it 
through the sound administration of 
American national finance. 

"If we adopt these three aims we 
shall at least know where we are, and 
our destiny will remain in our own 
hands.” 

Winthrop W. Aldrich, 


Chairman, Board of Directors, 
The Chase National Bank of New York 











turned to the maker. If the check is so 
designed that it causes an error in one 
bank, it may cause an error in another. 
Every error requires extra time because a 
bank must balance at the end of the day. 
It cannot wait until the end of the month 
to balance its books. That is why you 
sometimes see a light in a bank when 
other businesses have been closed. People 
are working overtime to try to find an 
error which often is caused by a check 
that is not well designed. 

Before we talk about the proper way 


of designing a check, let us examine three 
others which caused errors. Number 2 
was listed by a clerk for $73.14. It is a 
payroll check, and the amount for which 
the check was drawn was only $15.64. 
But again, the clerk was not to blame be- 
cause the badge Number 73.14 was in the 
place where the amount should have 
been. 

Now look at check Number 3. This 

‘ 
was listed .by a clerk as $3.87. It was 
actually for $390.75. Why did the clerk 
make the mistake? Because the discount 
of $3.87 was shown in about the space 
where she expected to find the amount. 

Check Number 4 was run in three dif- 
ferent banks as $95.00 and that is the 
amount it should have been run for, but 
it was not the amount of the check. The 
check was drawn for $91.20. The $95.00 
represents the rate of pay per month for 
a school teacher who cashed the check. 

The point is this, most checks are de- 
signed with the amount of the check in 
numerals showing clearly at the right- 
hand end with a bold dollar sign in front. 
It is much easier for a person to handle 
checks when the amount is there and 
when there is nothing else on that end of 
the check to confuse the clerk. 

You will notice that check Number 1 
has many other items on the right-hand 
end. It is the item representing disburse- 
ments, however, which is most confusing, 
for it has a dollar sign in front of it. It 
is true that the correct amount of the 
check is just above it; but how can the 
poor clerk know, when she is trying to 
complete the day’s work as quickly as pos- 
sible, which is the right amount? In order 
to find out, she must stop and take time 
to examine the entire check. This she can 
scarcely afford to do if she is to complete 
her work in the alloted time. Checks must 
be run as rapidly as the clerk can operate 
the keys of the adding machine. 





| banks. 





CHECKS THAT CAUSE ERRORS 


Customers of banks, who design their own checks, often incorporate 
features that make it difficult to handle the items in the bank’s work- 
room. In this article, Mr. Beaty, who is Editor of “Bankers Monthly,” | 
Chicago, brings out a number of pertinent points regarding bad and | 
good check design. Controllers and financial officers can find this a 

| field for mutually profitable cooperation with the officials of their 
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The common method of listing checks 
is to hold down a pile of thirty to fifty 
with the left hand and turn over the right 
hand end with the left thumb. This al- 
lows the operator to use the right hand 
te enter the amount on the adding ma- 
chine. If the correct amount does not ap- 
pear on the right-hand end, there is either 
an error or delay, or both. When there 
are confusing numbers on the right-hand 
end, especially when they appear to be 
dollars and cents as the badge number 
appears to be in check Number 2, there 
is almost sure to be an error in one or 
more of the banks which handle that 
check. 

This error may possibly continue until 
the check is returned and your bank 
balance may be difficult to reconcile. Even 
if the bank spends many hours to find the 
error and corrects it, you have caused trou- 
ble which it is important to avoid, espe- 
cially in these days of rapid turn-over of 
employees in all institutions, including 
banks. 


AVOIDING ERRORS 


What can be done to avoid these er- 
rors ? Checks 5, 6, 7 and 8 illustrate where 
voucher information should be placed. 
There is no law against placing any in- 
formation that may be helpful to you 
on the face of the check. But you can 
provide yourself with all of the informa- 
tion you need and at the same time be 
helpful to all of the banks which handle 
your checks by putting all of the nu- 
merals, other than the amount of the 
check, away from the right-hand end. 

You will see that on check Number 5 
there are spaces for entering a number of 
items. In this case, there is space for a 
small invoice for which the check is being 
issued. Notice that in check Number 6 
there is not only provision for several 
deductions, but the number of the check 
is also at the left where it will not con- 
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fuse the clerk who is trying to run the 
totals of a batch of checks as quickly as 
necessary. 

Check No. 7 shows a slightly different 
form. Check Number 8 shows another 
arrangement. All of these are good checks 
because this material, which would cause 
a great deal of trouble in a bank if it 
were on the right-hand end, is on the left. 

The more simple a check design can 
be, the better it is, for the more printed 
matter and the more writing there is on 
a check form, the longer it takes to han- 
dle it in a bank. If it is cashed at the 
Teller’s window, the teller must take a 
longer time to read everything that is on 
it. If there are restrictions printed on it 
such as, “Must be cashed within thirty 
days,” everyone who handles it must care- 
fully read those restrictions and make 
sure that they have been complied with. 

Perhaps a still more confusing check, 
although it appears to be more simple is 
the one shown as Number 9. It has an 
amount in numerals on the right-hand 
end and there is nothing much there to 
confuse it with. Certainly that check is 
for $32.69. But if you will examine the 
check more closely, you discover that the 
amount is $30.69. 

It is not clear why 32.69 was placed 
where it is. It is true that it is much 
higher on the check than the amount 
usually is, but it is the only amount in 
sight at the right-hand end where the 
clerk must look for the amount to enter 
on the adding machine. 

When you examine the amount shredded 
into the check by the Protectograph, you 
find that it is $30.69. Then, when you 
carefully read the boxes at the top of the 
check you find that the word “Amount” 
is placed above a box in which is en- 
tered 30.69. But there is no dollar sign 
to help the eye find this amount quickly. 
It is in the wrong place. It causes trouble. 
This check caused many hours of delay in 
two different banks. When a Corporation 
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The bank clerk expects to find the amount at the right of 
the check. Here she sees 32.69, so she lists that as the 
However, the check is drawn for $30.69 and that 


amount. 


amount is shown without a dollar sign in the upper center. 
This check caused trouble in two banks. 
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This two-thirds may be used to serve the Customer 





This division of a check into two distinct parts is an exag- 
geration for the purpose of emphasizing that the right end 
should be arranged for the bank’s convenient handling and 


the left two-thirds may be arranged to satisfy the needs of 


issues several thousand checks a month, 
and each of them causes delay, it is guilty 
of causing a tremendous loss of man- 
power. 


MopEL CHECK DESIGN 


Bankers Monthly designed a Voucher 
Check which contains all of the necessary 
information on the right-hand third so 
that the bank may find everything needed 
there. It also allows plenty of space on 
the left-hand two-thirds for the customer. 
Note that in this check (illustrated here- 
with) the amount follows a bold dollar 
sign. 

The name of the company issuing the 
check is printed above the signature and 
spaces are allowed for signature and a 
countersignature. The name of the bank 
on which the check is drawn is in the 
upper right hand corner and the transit 
number of the bank is clearly shown at 
the right. This number is used by banks 
evetywhere‘in place of the name and loca- 
tion of the bank. 

Rand McNally & Company assigns a 
number of this sort to every bank when 
it is organized and it should be printed 
clearly at the right-hand side of the bank’s 
name or location. This number is listed 
along with the amount of the check when 
a bank on which the check is not drawn 
makes a list to send to another institu- 
tion. The bank making this list calls it a 
‘cash letter” or “transit letter.” 

_ Let us say, for example, a bank in Iowa 
is sending all of the checks drawn on 
other banks which have been cashed over 
its counter to its correspondent bank in 
Chicago. The transit clerk runs the list 
of transit numbers and, opposite each 
number, the amount of the check. Then, 


if a check is lost, as sometimes happens, 
the bank can determine what check was 
lost, where it came from, the bank on 
which it was drawn, and the amount. It 
can then write to an officer of the bank 
on which it was drawn and ask for fur- 
ther information, and for a new check 
if necessary. 

If this transit number and the name 
of the bank is in the upper left-hand cor- 
ner, or in the center of the check, or any- 
where except on the right-hand end, it 
requires more time for the transit clerk 
to find it. If there is a number on the 
right-hand end which is not the transit 
number of the bank on which the check 
is drawn, the wrong number may be 
listed. 

The information needed on the right 
side of every check is: the name of the 
bank on which the check is drawn, its 
location, its transit number, the amount 
of the check in numerals with a big dol- 
lar sign preceding it, the name of the 
company printed above the signature, and 
the official signature. 

It would appear that, inasmuch as the 
customer can use the left-hand two thirds 
of the check for anything that may serve 
his purpose, he should be willing to place 
the information needed by banks on the 
right-hand end. Thus, errors and delays 
will be prevented and time will not be 
wasted. 

The bankers of the country urge all 
corporations to study their check forms 
ee if they are confusing, to have new 
forms designed which will make it pos- 
sible for checks to be handled accurately 
and quickly in every bank through which 
they pass. 





Illustrations from “Bankers Monthly” 


This third ‘‘serves’’ the Bank 


the Corporation issuing it. In practice, the payee line and 
the line for the written amount will be longer and will ex- 
tend into the space at the right. 


Effective Control of Terminated 
Government Contracts 


With more than 12,000 prime contracts al- 
ready canceled by the Army alone (totaling 
more than $8,000,000,000 in value), many 
business executives throughout the country are 
face to face with an important new adminis- 
trative problem. 

Speedy settlement of terminated contracts de- 
pends on the ability of the contractor to quickly 
assemble all costs incurred to date, including 
claims of subcontractors and other vendors. 
This also involves segregation of working in- 
ventory of materials, parts and sub-assemblies; 
accumulation of costs of tools, engineering 
services and other overhead; and an accurate 
estimate of profits applicable to the partially 
completed contracts. 

A new and important factor is that of prop- 
erly accumulating post termination costs—in- 
volving accurate recording of time spent by 
all employees in performing the tasks men- 
tioned in the preceding paragraph and in ac- 
tually preparing the contractor's claim. 

How one large government contractor— 
Sperry Gyroscope Company Inc.—has met this 
problem successfully is outlined in a fact- 
packed 28-page booklet just published by the 
Systems Division of Remington Rand Inc., in 
cooperation with the Sperry Organization. 

Entitled ‘Effective Control of Terminated 
Government Contracts, as practiced by Sperry 
Gyroscope Co. Inc.”’ this booklet outlines the 
Sperry approach to the problem, complete de- 
tails of operating procedures and illustrations 
of many forms which have been found effec- 
tive in accumulating and checking all claim 
factors. This booklet has been further sup- 
plemented by a complete “Management Con- 
troller’’ which illustrates additional forms that 
may be adapted by any organization desiring 
to install a system similar to that used by the 
Sperry Gyroscope Company Inc. 

Copies of these releases are available to 
readers of The Controller on request from sys- 
tems and methods technicians at any Reming- 
ton Rand Inc. office, or direct from Systems 
Division, Remington Rand, Inc., Buffalo, 5, 
New York. 





Economic Ups and Downs in 1944 


By Lewis Schellbach 


For some reason, the first month of 
the year is always considered the occa- 
sion for those in our calling to peek be- 
hind the curtain that hides the follow- 
ing 12 months and report what we see 
or imagine. A less propitious time for 
crystal gazing could not be selected. 
Economic trends are not initiated, nor 
do they run out, with the turn of the 
year. Even those forecasts that depend 
upon seasonal forces would be better 
made on Easter or Labor Day. 

I beg permission, therefore, to widen 
the scope of this discussion somewhat. 
Some of the developments I am think- 
ing about may be history in another 
month. Others may not come to pass 
until after 1944—if ever. Let’s look at 
the general pattern of the months ahead, 
without being too specific about timing. 


INDUSTRIAL PRODUCTION 


Number One in any discussion of the 
business outlook is the prospect for in- 
dustrial production. For five full years 
now, production has moved steadily up- 
ward. The Federal Reserve Index at the 
close of last year stood at 247, up from 
100 early in the relatively prosperous 
year 1939. A definite change in this 
trend is now believed to be due. The 
chances are good that December, 1943, 
will prove to have marked the peak of 
wartime production. 

For months now, we have heard of 
cutbacks and order cancellations. These 
have been more than offset, however, by 
the placement of new orders. Much the 
same process will continue for several 
months at least, but we rather doubt 
that the growing volume of cutbacks 
and cancellations can help but have 
some effect on the composite industrial 
trend. That effect, immediately, is more 
likely to be a leveling off of the produc- 
tion curve rather than an actual wide de- 
cline. Remember that airplane and ship 
programs envisage sharp further in- 
creases in output and that in the months 
just ahead pressure will be exerted for 
quick delivery of landing barges, land- 
ing mats and similar offensive weapons. 

The production plateau thus indi- 
cated should persist until the long-her- 
alded invasion of continental Europe is 
well under way. If it then seems that 
the final conquest of Germany will be a 
long and costly undertaking, factory 
output of war goods will continue on a 
high plane for a long time. We have 
had ample experience during the last 
two years in equipping armies and 
navies and air corps but do not know 
yet the industrial pace required to te- 


place the equipment and supplies 
chewed up in large-scale and long-ex- 
tended campaigns. 

We hope we will never have to learn 
that cost. If the initial steps in the in- 
vasion indicate that prolonged aerial 
battering of Germany from the west 
and relentless Russian hammering from 
the east have so weakened her that the 
actual invasion will prove relatively 
easy, a sharp down-turn in production 
of armaments would be called for sev- 
eral months hence. At the same time, 
production of civilian goods would be 
permitted to increase substantially. 

A definite change in the industrial 
trend, however, is likely to await Ger- 
many’s collapse. At that moment, the 
real problems of reconversion will be- 
come realities. We hope, and have been 
assured by a variety of military author- 
ities, that this will come about in 1944. 
How soon or how late, however, we 
have no way of determining. This is 
one of the reasons for our reluctance to 
limit this discusson to the calendar year 
1944. 

It is our belief that a large volume of 
war orders will be cancelled almost im- 
mediately upon the defeat of Germany, 
rather than awaiting the surrender of 
Japan. So much in the way of supplies, 
land armaments, commercial shipping, 
etc., has been built up that a one-ocean 
war could be supplied for a long time 
with relatively little additional produc- 
tion. As a result, businessmen may con- 
sider Germany's defeat the end of the 
war insofar as timing of the major im- 
pact of industrial reconversion is con- 
cerned. 


Wor_p War I RECORD 


It is natural to refer to the experience 
of World War I as a possible guide to 
current prospects. In this regard, how- 
ever, the record of 25 years ago is not 
particularly enlightening. Immediately 


after the Armistice was signed in No- 
vember, 1918, productive activity 
slumped, reaching a bottom in March, 
1919. The drop was not severe, how- 
ever, largely because only a small part 
of total output was going into war use. 
The war industries, as exemplified by 
steel, suffered a real, if short-lived, de- 
pression, but industry generally as meas- 
ured by the Federal Reserve's produc- 
tion index, fluctuated within a relatively 
narrow range. 

Our industrial machine is now geared 
more closely to war. According to a 
Federal Reserve calculation, about 70% 
of industrial output is for war purposes, 
including munitions and supplies for 
the armed forces, exports under Lend- 
Lease, and industrial equipment and ma- 
terials produced to make these finished 
products. The volume of civilian goods 
being produced is therefore estimated 
to be about 75% of the 1935-1939 aver- 
age. 

Using the Federal Reserve's present 
index as a measuring standard, the 
overnight elimination of war work with 
no recovery in production of civilian 
goods, would cause the index to drop 
from the neighborhood of 247 to 
roundly 75. Such a drop, of course, 
would be terrible, even though the in- 
dex at 75 would be only about five 
points below its 1938 bottom. 

However, war production in the sense 
that the Federal Reserve Board uses the 
term, will not be cut off overnight. 
After Germany's defeat there will con- 
tinue to be fabrication of naval ships 
and, on a larger scale, of airplanes. 
Lend-Lease, which is taking perhaps 7% 
of the national product, will by no 
means disappear. 

If the total of war production should 
be reduced within a few weeks or 
months by 80%, which is the gloomiest 
possible view, it would still amount to 
almost 35 points on the Federal Reserve 
index. This, on top of the present 





problems. 





RETURN TO “THE AMERICAN WAY” IN 1944 


That is one of the basic trends, together with changes in produc- 
tion, profits and prices, as well as reconversion problems, which are 
foreseeable through this year, declares Mr. Schellbach, Editor of 
Trade and Securities, Standard & Poor’s Corporation, New York, in 
this paper which he presented at the January 13 meeting of the Hart- 
ford Control of The Controllers Institute of America. A reading of 

| this paper makes it clear that during 1944, business men may be 
overworked, but they will hardly be bored from any lack of new 
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“floor” in production for civilian use, 
would suggest a combined minimum of 
perhaps 110. 

Moreover, output of civilian goods 
could be expected to jump immediately 
upon the release of raw materials and 
manpower. Many factories have been 
pinched down by those shortages. Many 
others, the output of which has been 
devoted in whole or in part to military 
uses, can return to the civilian field 
without reconversion of plant. These 
lines include producers of tires, trucks, 
steel, paper, textiles, shoes, medicines, 
foods and railroad equipment. 

Recovery of civilian production in 
such industries at the same time that 
war output is shrinking could readily 
account for another 20 points or more 
on the index. On this basis, we would 
look for a production decline to a low 
of no less than 130 at the bottom of the 
reconversion trough. This, it should be 
emphasized, is a minimum expectation. 
Actually, we look for the low to be re- 
corded somewhere between that bottom 
and 160 on the Federal Reserve index. 

Without intending to minimize a pos- 
sible decline of almost 50% in the pro- 
duction index, I should like to point out 
that the resulting level would be well 
above the highest productive activity 
reached in any year prior to 1940. It 
would compare with a 1929 peak of 114 
and with a high of 121 reached in the 
relatively prosperous year 1937. 


PRODUCTION AS A FETISH 


Moreover, although American _busi- 
ness has made something of a fetish of 
the production index, there are other 
measures of national prosperity. The 
total of business activity, including dis- 
tribution of goods, sale of services, 
transfer of property and the level of 
employment, would be expected to de- 
cline much less drastically than the in- 
dex of production. Many persons now 
employed in war plants will be able to 
regain employment almost immediately 
in service and other industries. The dis- 
appearance of overtime work will spread 
employment. This factor is one that is 
not generally appreciated. Whereas in 
1940 the average factory work week was 
only 38 hours, it is now approximately 
45, an increase of almost 20%. Shrink- 
ing of the work week back to its normal 
proportions alone would take care of a 
substantial part of the unemployment 
that many people see after the war. 

Moreover, many employees will be 
held on to perform the tasks involved 
in reconversion, even though the results 
of their labors find no reflection in the 
production index. Unemployment in- 
surance and the unprecedented liquid 
savings of individuals will cushion the 
hardship of those who are discharged. 
Moreover, corporate managements will 
be accumulating inventories of raw ma- 
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terials and semi-finished products well 
before their plant reconversion permits 
production of end products. 

In the light of these factors, actual 
conditions during the reconversion stage 
are likely to be much less unfavorable 
than the commonly accepted statistical 
measurements indicate. Thus, while the 
production index could be almost 
halved, business activity generally may 
drop off by no more than 25%. 

In this discussion, we are looking for- 
ward no further than to the bottom of 
the reconversion depression, which 
could possibly fall in the year 1944. We 
shall make no attempt here to measure 
the subsequent business boom brought 
on chiefly by replacement buying. 


COMMODITY PRICES 


Generally speaking, commodity prices 
should remain fairly firm until Germany 
collapses. The principal inflationary 
factor at present is the rising trend of 
wages. The steel industry, for example, 
has not altered its prices in 52 months, 
despite the continued rise in cost of la- 
bor and materials. If the steel union ob- 
tains anything like the 17% imcrease it 
is currently demanding, however, there 
is little question but that steel prices 
will have to be revised to adjust for that 
rise. Much the same is true of many 
other industries, and the wage increases 
obtained by coal miners and railroad 
workers encourage the belief that the 
Little Steel formula is no longer a bar- 
rior against higher wages. 

Controls are working too well, how- 
ever, to permit a runaway advance in 
commodity prices. The chances are that 
these controls will be continued in effect 
as long as the war lasts. For the year 
1944, therefore, we see only a moderate 
further strengthening in the general 
price structure, with the possibility of 
weakness here and there in certain agri- 
cultural commodities. 

The question logically follows whether 
prices will decline sharply after Ger- 
many’s defeat. We doubt it. Food and 
farm product prices will generally con- 
tinue to be supported by intensified ex- 
port demand. Other prices have experi- 
enced relatively little inflation. The 
BLS index of commodities other than 
food and farm products has risen only 
18% since September, 1939, in striking 
contrast to the 97.5% advance scored 
during World War I. While release of 
certain metals and other materials from 
war channels, plus psychological fac- 
tors, may have some temporary depress- 
ing effect, it is unlikely to last long or 
be severe. As far as the index is con- 
cerned, it is more likely to rise than to 
decline. Such a heavily-weighted item 
as automobiles, for example, is still car- 
ried at the late 1941 average price. 
When new automobiles are again avail- 
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able, they will bear price tags at least 
20% or 25% higher, which. will be 
abruptly reflected in the BLS index. 


CORPORATE PROFITS 


Corporation earnings after taxes last 
year probably averaged 8% to 10% 
higher than in 1942. This year may see 
a moderate decline, although the show- 
ing as among individual corporations 
will be decidedly mixed. As indicated 
heretofore, we believe that industrial 
production will in no event be higher 
this year than last and if Germany should 
be knocked out fairly early in 1944, the 
total for the year might be down consid- 
erably. A second factor is the further 
squeeze caused by rising wages, even if 
compensatory price advances are 
achieved. The wage increases are usually 
retroactive, while it is impossible to 
make price changes on a similar basis. 
Finally, present indications are that cor- 
porate excess profits taxes this year will 
be at a 95% rate rather than at the 90% 
rate that prevailed in 1942 and 1943. 

Two groups of corporations, however, 
will be unaffected by the expected tax 
rise. The first comprises those that are 
not in EPT brackets. The second is made 
up of those that are protected by the 
80% over-all tax limit. Moreover, re- 
negotiation this year may be consider- 
ably modified by Congressional action 
during the next few weeks. In general, 
we believe that this year’s decline in 
corporate earnings will be moderate. 


PREPARATION FOR RECONVERSION 


The end of World War I caught the 
United States entirely unprepared from 
the standpoint of plans for disposal of 
surplus military goods, for settlement of 
cancelled contracts or for disposal of 
government-owned plants. Similar prob- 
lems are now the major worry of busi- 
nessmen. There is a possibility, however, 
that action may be taken on them before 
it is too late. 

Mr. Baruch’s initial report dealing 
with a standard termination clause and 
contract termination procedure was the 
first practical step in that direction. 

We should like to be able to forecast 
that all of these problems will be solved 
satisfactorily before the end of the war 
with Germany. Unfortunately, we must 
keep our fingers crossed until Mr. Baruch 
and Mr. Hancock release the balance of 
their recommendations, reactions to 
them are tested and Congressional ac- 
tion, if necessary, is taken. It is encour- 
aging, however, that a start has been 
made. Upon the outcome depends to a 
considerable degree the severity of the 
reconversion collapse and the speed 
with which normal production can be 
resumed. Indeed, the entire. future of 
the free enterprise system may well 
hinge on the skill with which these re- 
conversion problems are handled. 
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One of the most important develop- 
ments during the coming year will be 
next November’s elections. Their out- 
come will mirror an extension of the 
trend toward conservatism that has been 
running since 1938. Regardless of 
whether Mr. Roosevelt is re-elected, the 
New Deal is on its way out. Congress 
will be a much more conservative body 
than we have seen in 12 years, and by 
conservatism I’m not referring entirely 
to party labels. I think you will see a 
considerable increase in the number of 
representatives of the business classes 
when the next Congress convenes. 

The point is frequently made that no 
matter which party is in power, it will 
have to bend to labor, farm and other 
strongly organized pressure groups, that 
after the experiences of the last 12 years, 
the general public must continue to re- 
gard the Federal Government as a bul- 
wark against depression, hardship or 
even inconvenience. 

This may be true in a degree, but a 
Congress intent upon preserving free en- 
terprise could do a great deal through 
taking such steps as rationalizing the tax 
laws and throwing out the Wagner Act, 
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reducing bureaucratic interference with 
business as soon as possible after the war 
and releasing businessmen from the fear 
of socialization. 

Closely related to the political trend is 
the realization by labor itself that it has 
gone too far. The editorial and other out- 
bursts that greeted last month’s threat- 
ened railroad and steel strikes will have 
the effect of modifying organized labor’s 
belligerency. Any labor leader will 
think twice before calling a strike during 
the next few months, in the face of a well 
defined public opinion. Even the New 
Deal now threatens to be firm with labor, 
with a “work or fight” bill called for 
this week. 

Whether it is adopted or not, labor’s 
own excesses have probably brought 
about the end of labor’s undisputed con- 
trol of our economy. 

In summary, the year 1944, more or 
less, will be marked by changing trends 
in production, profits and prices, by the 
initial problems of reconversion and re- 
lated difficulties, and by a further 
strengthening of the underlying tide of a 
return to what most of us mean by “‘the 
American way.” 


Accrued Tax Liabilities Constitute 
Largest Outstanding Current 
Corporate Liability 


The accrued federal tax liability of all cor- 
porations in the aggregate now constitutes 
their largest outstanding current liability, ac- 
cording to a report, “War Profits Taxation 
and Special Wartime Reserves,” by J. Keith 
Butters, Assistant Professor of Financial Re- 
search at the Harvard Business School and 
Consultant to the Treasury Department. This 
tax liability has risen from slightly over one 
billion dollars at the end of 1936 to an esti- 
mated 13.5 billion dollars at the end of 1943, 
the study shows. The important bearing of 
present tax regulations on the ability of in- 
dustry to build up its working capital to meet 
future strains is analyzed in detail. 

The accumulation of sufficient working cap- 
ital to finance industry during the postwar 
transition period is a vital current business 
problem, the author points out. Indicative of 
the financial risks confronting business is the 
sharp decline in the ratio of current assets to 
current liabilities of corporations, despite the 
retention of over 11 billion dollars of profits 
in the war years. 

Moreover, the report says, “reserves for post- 
war costs and expenditures are not recognized 
as deductions in the determination of taxable 
income or excessive profits on war contracts.” 
The failure to recognize as deductions costs 
and losses accruing during the war but not 
actually incurred until after the war leads to 
an overstatement of war profits, the study 
shows. Items particularly likely to cause such 
overstatements are dismissal compensation pay- 
ments, reconversion expenses, deferred mainte- 
nance, and inventory losses. Hence, the com- 
plaint of many businessmen that “the Federal 
tax law and renegotiation procedures prevent 
them from accumulating needed funds.” 

Professor Butters cautions, however, that 
adjustments for these inequities present deli- 
cate political and economic problems. “‘Dis- 
criminatory tax reductions to specific industries 


or particular enterprises may play havoc with 
customary competitive relationships and work 
gross inequities. Moreover, if the public is 
convinced that business has been allowed to 
retain excessive profits through hidden tax re- 
ductions disguised as reserves, the long-run 
interests of business may be indefinitely in- 
jured.” 

He further states that “one method of rem- 
edying the defects in the present law would be 
to authorize current deduction of special wai- 
time reserves. This deduction is entirely ac- 
ceptable in principle, provided the reserves 
set up are restricted to costs and losses repre- 
senting proper accounting charges against war 
revenues, With the exception of dismissal com- 
pensation payments and the expenses of physi- 
cal reconversion to prewar setups, however, a 
reasonably precise determination of these costs 
and losses would constitute an extremely diffi- 
cult and, in some instances, perhaps insoluble 
administration problem.” 


DEFECTS OF “‘CARRY-BACKS” 


Suggesting revisions of the tax statute, Pro- 
fessor Butters points out that “in recent years 
numerous changes in the tax law have been 
made in an effort to alleviate the inequities of 
the annual basis on which taxable income is 
computed. The most important of these pro- 
visions are the carry-backs of losses and un- 
used excess profits credits... . . However, in 
their present form they (the carry-backs) have 
two potentially crippling defects. First, they 
may be repealed at the time they become im- 
portant. Secondly, refunds under these pro- 
visions will not be made with sufficient prompt- 
ness to relieve. inevitable working capital 
stringencies.”” He concludes that “if these two 
defects can be overcome .. . . the carry-backs 
will assure reasonably equitable tax treatment 
in the vast majority of cases.” 


The danger that the carry-backs may be re- 
pealed stems primarily from their failure to 
place the government under specific contractual 
obligations to individual taxpayers, the report 
states. Professor Butters recommends that this 
defect could be removed by requiring “the 
Treasury .... to issue a certificate to cor- 
porate taxpayers, upon each payment of their 
war tax liabilities, certifying the taxpayer’s 
right to a refund of these taxes as authorized 
by the then existing carry-back provisions.” 

He further recommends that the danger of 
working capital shortages resulting from tem- 
porary overcollections of tax liabilities “‘be al- 
leviated by allowing taxpayers accumulating 
current deficits or unused excess profits credits 
to estimate the refunds to which they will be 
entitled under the carry-back provisions and 
to postpone current tax payments in the amount 
of the estimated refunds. Errors resulting from 
the estimates would be corrected when the 
taxpayer filed his regular annual return at the 
end of the taxable year.” 

Other recommendations to better the work- 
ing capital position of individual firms include: 
“Taxpayers should be given an unrestricted 
option to shorten amortization periods on 
emergency facilities acquired under necessity 
certificates to any date ending after Decem- 
ber 31, 1943.” 

Firms paying excess profits taxes are now 
allowed a postwar refund of 10 per cent. of 
these taxes, these refunds to become available 
to the taxpayer after the official declaration of 
the cessation of hostilities, the report explains. 
For many enterprises, however, reconversion 
problems will arise before the shooting stops. 
Consequently, the author recommends “that 
the Treasury be authorized and instructed to 
grant these refunds prior to the cessation of 
hostilities to taxpayers who present reasonable 
evidence that their need for reconversion funds 
will precede this date.” 

The author points out that all these recom- 
mendations follow one basic principle. They 
would make available to the taxpayer funds 
to which he has a clear right under the present 
law at the time these funds are needed. They 
would thus be of great help in alleviating 
working capital stringencies in the switchback 
period. Moreover, their beneficial effects would 
be obtained without leaving business vulner- 
able to the charge that it has benefited by hid- 
den government subsidies. 


“Corporate Financial Statements; 


Federal Reports” 

A special pamphlet covering important pa- 
pers on the above timely subject, as presented 
at The Twelfth Annual Meeting of The Con- 
trollers Institute of America, is now available 
at 50 cents per copy from The Institute's head- 
quarters: One East Forty-Second Street, New 
York, 17, New York. Please send remittance 
with your order. 

Other titles in the series of eight pamphlets 
(50 cents per copy, $3.00 for the series of eight 
booklets) are: “Postwar Reserves,” “War Con- 
tract Problems,” “Federal Taxation and the 
National Debt,’ “Manpower Policies; Wage 
and Salary Stabilization,’ “Pension Plans and 
Social Security,” “Postwar Considerations,” and 
“Controllership Problems.” 


War Accounting Problems 
Book Published 


The collected papers presented at the recent 
Annual Meeting of the American Institute of 
Accountants by representatives of the profes- 
sion, government and industry, have recently 
been published under the title “Accounting 
Problems in War Contract Termination, Taxes 
and Postwar Planning.” The 192-page book is 
available from the American Institute of Ac- 
countants at $1.00 a copy postpaid. 
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Salient Points About Fire and 
"U. & O. Insurance Coverage 


Fire insurance today is one of the 
most important safeguards of business. 
Rates applicable to specific risks are 
scientifically drawn up by experts of rat- 
ing bureaus. Basis rates and schedules 
are prepared by the Western Actuarial 
Bureau, an organization maintained by 
the Capital Stock Companies for as- 
similating experience data (premiums 
and losses), on all classes of risks in the 
territory served. These schedules are 
subject to revision, based on experience 
and at the present time show a decided 
reduction over the past five year period. 
Each risk is individually surveyed by the 
Bureau, starting with a basis, depend- 
ing upon municipal fire protection and 
type of construction at the specific loca- 
tion. To this basis are added charges 
for deficient construction from recog- 
nized standards. Credits are allowed for 
private fire protection, watch service and 
standard features of construction, such 
as Open finish and incombustible floors. 
If risk is exposed by other property, ap- 
propriate charges are added. To this 
survey is added occupancy charge—a 
high percentage for hazardous classes 
such as mattress factories, automobile 
garages or woodworking risks and a 
small percentage charge for a machine 
shop occupancy or risks of like class. 

To this total are added charges for 
housekeeping deficiencies, such as ab- 
sence of approved waste cans, “No 
Smoking” signs where required, defec- 
tive wiring, refuse accumulation, etc. 
The resulting total is the established 
rate for that particular risk. 

Unsprinklered risks may obtain mini- 
mum rates by complying with certain 
fire protection safeguards, such as stand- 
pipe and hose equipment, fire extin- 
guishers, standard watch service, use of 
15 ampere fuses on lighting circuits, 
vapor proof globes in areas subject to 
inflammable dust or vapors, protection 
of combustible material where in close 
proximity to steam pipes and heat pro- 
ducing devices, standard blower system 
for removal of refuse around wood- 
working machines and standard fire 
walls between high valued sections with 
Openings, if any, protected by double 
standard fire doors. 

Risks equipped with automatic sprin- 
kler protection enjoy the lowest possible 
tates. Basis, deficiency and occupancy 
charges vary, depending upon the class 
of occupancy. Additional credits are al- 
lowed for secondary water supply, such 
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as gravity tank, A. D. T. supervisory 
alarm service and watchman. 

It is highly important when any 
changes are contemplated to immedi- 
ately consult your agent or the rating 
bureau, whereby such changes in con- 
struction or occupancy may be made 
with the minimum reflection on rate 
governing your plant. 

The Underwriter’s Laboratories of 
Chicago, sponsored by the Capital Stock 
Companies, test and approve all classes 
of materials essential to industry, which 
standards are recognized by the National 
Board of Fire Underwriters and all rat- 
ing authories. 


STANDARD POLICY COVERAGE 


The Standard Fire Insurance Policy 
in use today embraces full coverage 
against all known hazards, including 
endorsement for Extended Coverage 
and Malicious Mischief, but excluding 
War Damage. Protection from War 
Damage may be provided by separate 
contract, which includes indemnity from 
Enemy Attack, including any action 
taken by the military, naval or air forces 
of the United States in resisting enemy 
attack. 

Generally speaking, there are two 
types of policy coverage: (1) Specific on 
buildings, machinery and stock, wherein 
the maximum credits are allowed for 
the 90 per cent. co-insurance contract; 
and (2) Blanket coverage on buildings, 
machinery and stock under one item, 
wherein the 80 per cent. credits are al- 
lowed for the 90 per cent. co-insurance 
contract. 

To obtain minimum premium cost, it 
is sometimes recommended that build- 
ings and machinery be covered specifi- 
cally in each section of plant, and 
blanket the stock. To properly protect 
fluctuating stock values, a monthly re- 


porting policy is recommended, subject 
to premium adjustment at end of year, 
wherein you pay premiums on actual 
values at all times and are automatically 
covered on fluctuating inventory values. 


WHaT Is Co-INSURANCE ? 


The Co-Insurance Contract is seldom 
understood by the average policy holder. 
Under this contract, for which the in- 
surance company allows appropriate 
credit for high insurance to value, the 
insurance company is held liable for no 
greater proportion of any loss that the 
amount insured bears to 80 per cent. or 
90 per cent. as the case may be, of the 
actual cash depreciated values of the 
property at the time when such loss shall 
happen. If the owner fails to meet these 
obligations, he loses, but if he has com- 
plied with them he secures adequate pro- 
tection at low cost. 

Obviously, however, it is essential to 
know property values as determined by 
expert appraisers. For example: the 
owner shows book values of $44,500.00 
and insures on this basis with the 90 per 
cent. co-insurance contract for $40,- 
000.00. But the true replacement cost 
less depreciation is $110,000.00 and he 
should have carried 90 per cent. of that 
amount or $100,000.00. Then a fire loss 
of $40,000.00 occurs. He collects only 
$16,000.00 and loses $24,000.00, since 
he insured only 4/10 of his actual in- 
surable values. 

Another example; the owner shows 
book values of $44,500.00 but from 
competent appraisal establishes values 
of $110,000.00 and insured for $100,- 
000.00 with the 90 per cent. Co-Insur- 
ance Contract. A $40,000.00 fire loss 
occurs and he is paid $40,000.00, in full 
for loss sustained. 

Statistics of appraisal companies indi- 
cate that materials and labor costs have 
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INSURANCE COVERAGE MERITS ATTENTION 
| Point number 10, in the list of “‘Duties of a Controller,’’ as defined 
| by The Controllers Institute of America, is: ‘The ascertainment cur- 
| rently that the properties of the corporation are properly and ade- 
| quately insured.’’ At a recent meeting of the Chattanooga Control of 
The Institute, Mr. Alexander of the Grady-Alexander Insurance 
Agency, of that city, discussed some insurance considerations that 
controllers and financial officers should understand fully. This ar- 
ticle presents the substance of his observations. 


—THE EDITOR 
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advanced approximately 30 per cent. 
during the past four years, hence it is 
highly essential to check your values pe- 
riodically in order to be adequately pro- 
tected against loss. Book values can not 
be used for insurance purposes. 


“U & O” COVERAGE 


Use and occupancy insurance protects 
you against loss of your net profits and 
fixed charges, that would occur because 
of your inability to operate on account 
of a fire. This coverage includes build- 
ings, machinery and raw stock replace- 
ment. Loss of profits on finished stock 
may be insured under a profits policy, 
or the additional values over invoice 
may be included in the regular fire 
policy by specific endorsement. 

Under a “U. & O.” Policy, if build- 
ing, machinery or raw stock be de- 
stroyed or damaged by fire so as to 
necessitate a total or partial suspension 
of business, the insurance company will 
be liable for the actual loss sustained 
consisting of net profits on the business 
which is thereby prevented and such 
fixed charges and expenses pertaining 
thereto as must necessarily continue dur- 
ing a total or partial suspension of busi- 
ness, and such expenses as are neces- 
sarily incurred for the purpose of reduc- 
ing the loss under your policy, for not 
exceeding such length of time (com- 
mencing with date of the fire and not 
limited by the date of expiration of the 
policy), as shall be required with the 
exercise of due diligence and dispatch to 
rebuild, repair or replace such part of 
property damaged. 

Under the per diem form of Use and 
Occupancy, coverage is from 1/300 or 
1/365 of the amount of the policy for 
each business day of suspension, depend- 
ing upon whether you operate 6 or 7 
days a week. The rate for this form of 
coverage is approximately 70 per cent. 
of the Building Fire Rate. Under “U. 
& O.” Insurance it is necessary to insure 
your full “U. & O.” values in order to 
collect your full loss for total or partial 
suspension of business. Net profits are 
gross earnings less total expenses of op- 
eration. Fixed charges and expenses are 
expense items which would necessarily 
continue during a suspension of busi- 
ness. The total of these two figures— 
net profits, and fixed charges and ex- 
penses—is your “U. & O.” value. To 
this amount may be added a percentage 
for anticipated profits if any, for the 
coming year. 

The Contribution (Co-Insurance) Use 
and Occupancy Form is recommended 
for those risks where the fluctuation of 
earnings cannot be determined with ac- 
curacy. It contains no “Per Diem” limit 
of liability and if the assured, at the 
time of the loss, has complied with the 
co-insurance requirements, he will be 
indemnified for the “Actual Loss Sus- 
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tained,” not exceeding the amount of 
the policy. This form of policy may in- 
clude “Ordinary Payroll” for 90 day 
period. The cost of this contract is ap- 
proximately 20 per cent. higher than the 
“Per Diem Form.” 

Contingent Use and Occupancy In- 
surance protects the insured against the 
loss of earnings due to the interruption 
of the insured’s business by reason of 
fire damaging or destroying the build- 
ings, machinery or raw stock of another 
concern thereby preventing the damaged 
or destroyed plant from furnishing the 
insured with materials, supplies, parts 
or services upon which .the insured’s 
business is dependent in its normal op- 
eration. This contract is separate from 
your Plant “U. & O.” 


Extended coverage will include full 
protection against loss or damage caused 
by aircraft. The standard fire policy ex- 
cludes aircraft damage, unless fire en- 
sues, then coverage is available for the 
fire damage only. 

All policies, including extended cov- 
erage endorsement, exclude loss caused 
directly or indirectly by bombardment 
and invasion or by armed forces while 
engaged in hostilities. This protection is 
available from War Damage Corpora- 
tion, covering against direct physical 
loss or damage, which may result from 
enemy attack, including any action 
taken by the military, naval or air forces 
of the United States, in resisting enemy 
attack. Most concerns are already carry- 
ing this protection for the duration. 


58 per cent. of U.S. Firms Plan New Postwar 
Products; Many Companies Expect to Enter 
New Fields, Controllers Are Told 


Airplane companies plan to make cameras, 
optical equipment, farm implements, house- 
hold appliances and building materials to help 
dive-bomb another depression after victory. 

And airplanes and diesel engines for air- 
power will be made by machinery and equip- 
ment companies, while firms which have made 
tires will turn out light metal items and house- 
furnishings suppliers will expand into boats 
and prefabricated houses. 

It may sound like a topsy-turvy world ahead 
but Donald M. Hobart, who has just directed 
a survey behind the scenes of America’s big- 
gest businesses, says that it will be a highly 
competitive world and the survey is proof that 
industry has accepted the challenge of the 
future. Mr. Hobart, who is manager of the 
Research Department of The Curtis Publish- 
ing Company, gave details of this new survey 
of postwar planning recently at a meeting of 
the Philadelphia Control of The Institute. 

“Business has tackled this job in the same 
way it has met the demands of war,” he said. 
“It is planning for the future with the inter- 
ests of all America foremost in its mind. It 
will succeed in its postwar objectives if it sells 
its plans and its objectives as well as its prod- 
ucts to the American people.” 

The survey, covering 22 major groups, 
largely durable goods industries, shows that 48 
per cent. of the companies are producing largely 
new products for war and will have major re- 
conversion and marketing problems when peace 
comes. ‘Thirty-five per cent. of the companies 
are producing largely peacetime products which 
are now going to war and will have a minor 
production reconversion but a major marketing 
reconversion job to do. And seventeen per 
cent. are producing largely peacetime prod- 
ucts and less than half of these goods are go- 
ing to war but these companies will face stren- 
uous competitive conditions as fast as war 
industries are able to make the change-over. 

Postwar planning now is a definite, organ- 
ized activity in sixty per cent. of the compa- 
nies, while in others, with few exceptions, the 
report shows, planning always has been part 
of the program or is linked with day-to-day 
thinking. The greatest progress in organizing 
for peace has been made by manufacturers of 
household appliances; plumbing, heating and 


air conditioning; airplanes, building materials 
and the miscellaneous group. 

Mr. Hobart said that the interviewers found 
that 58 per cent. of all the companies are plan- 
ning to bring out some new product. Of 
these, 54 per cent. reported that the product 
was in the same field as their normal peace- 
time products, 12 per cent. plan to go into new 
fields, 20 per cent. reported new products in 
both their own and a new field and the te- 
mainder were not ready to specify. That means 
that 32 per cent. of the companies with new 
products will be entering new fields. 

The range is wide—a hardware company 
will manufacture men’s toiletries; a household 
appliance company will make automotive parts; 
an agricultural implement company will make 
a food product; a plumbing company will make 
aviation instruments and a radio company will 
produce high frequency heating. 

“The length of time that will be necessary 
for the reconversion of industry is of vital im- 
portance to consumers, to workers, and to in- 
dustry itself,’’ Hobart added. ‘‘Business is at- 
tacking this problem determined that recon- 
version delay shall not result in any more 
temporary unemployment than is necessary. 

“Considering regular or redesigned prod- 
ucts, 36 per cent. of the companies said they 
could reconvert within a few days and 20 per 
cent. more said three months or less, making 
56 per cent. who can reconvert within three 
months time. Fourteen per cent. said four to 
six months and 4 per cent. said seven months 
or more. 

“The quickest reconversion time was re- 
ported among airplane manufacturers, metal, 
chemicals and paint, miscellaneous, building 
material and the paper companies. The most 
difficult reconversion problems were reported 
by automobile companies, office equipment, 
jewelry, cameras, etc., hardware, electrical 
goods and household appliance companies. 

“Naturally it will take a longer time for 
manufacturers to put entirely new products on 
the market. Thirteen per cent. of the manu- 
facturers contemplating new products say they 
will be ready within three months after the 
war ends and fifteen per cent. say it will take 
seven months or longer, while 68 per cent. 
were indefinite.” 
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an you get em across the river? 


You've got a fox, a sheep and a head of cabbage, see? 
(Don’t ask us how you got ’em — you just got ’em.) 
And you want to ferry all three across this river. You 
can make as many trips as you like, but you can’t take 
’em all at once. One at a time. Now, if you leave the 
fox alone with the sheep, he'll raise old Ned with 
the mutton. And if you leave the sheep alone with the 
cabbage, you won’t find enough cabbage left to make 
a spoonful of cole slaw. [low are you going to get 
rp* 


*°em across the rive ‘ 


Our psychologist friend says if you can do this 
in six minutes you’re right smart. And if you can do 


it in three minutes — why, you’re a puzzle expert. 


N.W. AYER & SON 


We’re experts on puzzles, too— but a different 
kind. Figures — that’s our specialty. Particularly 
when they’re connected with business and industry. 
When a puzzle has something to do with costs and 
payrolls —we have a field day. We’ve got puzzles 
like that down to a system. Actually make machines 


do the work. 


We call our machine the Comptometer. It’s fast, 
to save manpower ; economical, to save money. It’s a 
vital weapon in Management’s battle for increased 
production. Felt & Tarrant Manufacturing Company, 
1734 N. Paulina St., Chicago 22, Illinois. Makers of 
Comptometer Adding-Calculating Machines. 


* If you can't figure this one out—write us. 
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Conferences 


in New York and fo 





Fourth War Conference of 


Controllers, New York, April 3 


Four principal subjects have been se- 
lected by the committee in charge of the 
program of the Eastern Spring Confer- 
ence, which will take place April 3, at 
the Waldorf-Astoria Hotel, New York 
City. There will be a reception on Sun- 
day, April 2, but the program of papers 
and discussions will be limited to one day, 
Monday, April 3. A dinner, at which two 
nationally known speakers will be heard, 
will bring the program to a close. 


PosTWAR PROBLEMS OF CONTROLLERS 


The postwar economic and financial 
problems of controllers, including those 
posed by the recently issued Baruch te- 
port, will be analyzed and discussed in a 
general session during the morning, of 
which Mr. Harry C. Gretz, of the Ameri- 
can Telephone and Telegraph Company, 
will be chairman. 

“Personnel Planning” and ‘Full Em- 
ployment After the War’ are two phases 
of the subject which the committee has 
selected. Other topics will be included in 
an announcement which will go into the 
mails early in March. A ‘Forecast of the 
Immediate Postwar Period” is being con- 
sidered as a part of this session, also 
“Trend of Wage Rates.” 


BANKER AND ECONOMIST, SPEAKERS 


When the members and visitors assem- 
ble for the opening session Monday morn- 
ing, April 3, they will find on the program 
of the morning session Mr. George B. 
Roberts, vice-president of National City 
Bank, New York City, and Dr. Lloyd 
Reynolds, of the faculty of Johns Hopkins. 
Dr. Reynolds is a specialist in industrial 
relations. 

A prominent member of the Commit- 
tee for Economic Development has been 
invited to appear on this program. This 
address will be included in the printed 
announcement, which is to go into the 
mails shortly. 


LUNCHEON ADDRESS BY 
Mr. Lewis H. BROWN 


A high spot of the program of the 
Conference will be the luncheon meet- 
ing on Monday, April 3, which will be 
addressed by Mr. Lewis H. Brown, presi- 
dent of Johns-Manville Corporation. His 
subject has not been announced, but the 
Committee ‘has been told that he will dis- 


cuss present and future economic and 
business problems. 

Following a typical small town boy- 
hood, Mr. Brown graduated from State 
University of Iowa with a bachelor of 
arts degree, having also studied law. He 
began his business career in Fort Wayne, 
Indiana, but in less than two years this 
was interrupted by the first World War, 
during which he served with the A.E.F. 
in France as a captain of infantry and a 
staff officer. 

Upon his return from France, Mr. 
Brown joined Montgomery Ward & Com- 
pany, in Chicago, and within a few years 
became assistant general operating man- 
ager of that company’s factories. In 1927, 
he joined Johns-Manville Corporation, as 
assistant to the president, and two years 
later, at the age of 35, he became president. 


CONTRACT TERMINATION PROBLEMS 


Mr. Dundas Peacock, chairman of The 
Controllers Institute’s Committee on Ter- 
mination Policies and Procedures, will be 
chairman of the general session in the 
afternoon, during which four phases of 
this problem will be discussed as follows: 

“Surplus Inventory Disposal,’ by Mr. 
L. M. Nichols, of General Electric Supply 
Company, Bridgeport, chairman of the 
subcommittee on that subject, of The In- 
stitute’s general committee. 

“Termination Financing,” by Mr. Geo. 
S. Dively, of Harris-Seymour-Potter Com- 
pany, Cleveland, chairman of The Insti- 
tute’s subcommittee on that subject. 

“Termination Accounting,’ by Colonel 
George V. Rountree, special assistant on 
accounting matters to Colonel D. N. 
Hauseman, Chief, Readjustment Division, 
Army Service Forces, Washington, D. C. 
He served for some time in the Chicago 
Ordnance District and is experienced in 
the handling of the actual termination of 
contracts. 

“Sub-Contractor Problems,” by Mr. 
Henry C. Perry, The Heywood-Wakefield 
Company, Gardner, Massachusetts, chair- 
man of The Institute’s subcommittee on 
that subject. 

Time will be allowed for questions, 
and for general discussion. The entire 
afternoon will be devoted to this session. 


TAX RELIEF 


Running concurrently with the general 
session will be a meeting devoted to dis- 
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cussion of ‘Tax Relief,’ under the chair- 
manship of Mr. Oscar N. Lindahl, chair- 
man of The Institute’s Committee on Fed- 
eral Taxation. 


PENSION AND PROFIT SHARING PLANS 


During the afternoon, another meeting 
which will be held concurrently with the 
general session, will be devoted to ‘‘Pen- 
sion and Profit Sharing Plans.”’ This will 
be under the chairmanship of Mr. Peter 


Guy Evans, C.P.A., LL.B., of National Pri 
Starch Products, Inc. | 
One of the speakers in this meeting | 
will be Mr. Thomas N. Tarleau, formerly ) 
legislative counsel of the Treasury, now 5 
a partner of the law firm of Willkie, P 
Owen, Otis, Farr and Gallagher. 
A second speaker on this program will Re 
be Mr. John W. Drye, Jr., attorney, part- | 
ner of Rathbone, Perry, Kelley & Drye, of Ati 
New York City. Mr. Drye has had many ( 
years’ experience as counsel in the field of ns 
pension plans and profit sharing. ‘ 
d 
War CORRESPONDENT To SPEAK 
One of the speakers at dinner will be ( 
Mr. Henry Taylor, war correspondent and the 
author of ‘Men In Motion.” The other as | 
speaker will be announced in the pre- the 
liminary program, to be released shortly. ges 
This Conference is announced as the res 
Fourth War Conference of Controllers. apr 
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OFFICERS OF CONFERENCE 


Mr. Vincent C. Ross, president of the 
New York City Control, is general 
chairman. 

Mr. Harry C. Gretz, of American Tele- 
phone & Telegraph Company, New 
York, and 

Mr. George R. Rankin, of Artloom Cor- 
poration, are vice-chairmen. 


THE COMMITTEES 


Program: 
H. George Hinck, Chairman 
G. T. Zignone, Vice-Chairman 
N. R.. Ashcroft, Vice-Chairman 


Speakers’ Reception: 

M. J. Boedeker, Chairman 
Reception: 

H. Z. Walck, Chairman 
Attendance: 

George R. Rankin, Chairman 


Arrangements : 
A. €. Harragin, Chairman 
T. F. Gloisten, Vice-Chairman 


Controllers are requested to return 
their reservation blanks for attendance 
as promptly as they can. They will be in 
their hands early in March. It is sug- 
gested also that railroad and hotel 
reservations be made now, to avoid dis- 
appointment and congestion. 


Seventh Midwestern Controllers’ 
Conference, St. Louis, May I-2 


For the convenience of controllers of 
the hundreds of industrial and business 
concerns of the midwest, a Conference 
is being organized under direction of 
the St. Louis Control of The Controllers 
Institute of America, to be conducted at 
the New Jefferson Hotel, St. Louis, April 
30 and May 1 and 2. It will be the 
seventh Midwestern Controllers Confer- 
ence under the sponsorship of The In- 
stitute. 

Mr. Daniel M. Sheehan, controller of 
Monsanto Chemical Company, St. Louis, 
is general chairman of the Conference. 

Under date of February 11 Chairman 
Sheehan sent to members of The Institute 
in the Midwestern Territory, a letter re- 
questing suggestions and assistance in ar- 
ranging the program. Many replies have 
been received. As a result it has been de- 
cided that the conference shall be built 
around the general theme ‘Postwar Plan- 
ning. 

The conference will open Sunday after- 
noon with a reception, and the Commit- 
tee in charge intimates that it will be a 
noteworthy event. 

The morning session of Monday, May 
1, will be devoted to a discussion of 
“Postwar Planning” and “Postwar Labor 
and Employment Problems.”’ 

The afternoon session will be devoted 
to a discussion of “Economic and Finan- 
cial Problems of the Postwar Era.” 

The Tuesday morning session will be 
devoted to a discussion of ‘‘Contract Ter- 
mination Problems,” and a short period 
will be set aside for analysis of ‘““Renego- 
tiation Problems.” 

The general subject for the afternoon 
session of Tuesday, May 2, will be papers 
and discussions on ‘Income Tax Prob- 
lems” and “Pension Trusts.”’ 

There will be luncheons on Monday 
and Tuesday. The conference dinner will 
take place Monday evening, May 1. 

The committees in charge are:— 


Arrangements Committee—E. J. Cun- 
ningham, Monsanto Chemical Company. 


Program Committee—A. H. Schettler, 
Union Electric Company of Missouri. 


Speakers Reception Committee—C. V. 
Burns, American Zinc, Lead & Smelting 
Company. 


Publicity Committee—William Aitken, 
Falstaff Brewing Corporation. 

Finance Committee—H. F. Harring- 
ton, Boatmen’s Bank of St. Louis. 


Reception Committee—L. A. Smith, 
McDonnell Aircraft Corporation. 


1,354 CED Groups Planning 
for Reconversion 


There now are 1,354 committees represent- 
ing community, county, State, district and re- 
gional organizations working tu bring about 
orderly reconversion from a wartime to a 
peacetime economy in the Committee for Eco- 
nomic Development set-up, as compared with 
only three at the beginning of 1943, Paul G. 
Hoffman, chairman of the board of trustees of 
the organization, said recently at a press con- 
ference in New York. 

Of the 1,354 groups, he stated, 1,230 are 
autonomous community committees, while 124 
are county, state, district and regional organi- 
zations. 

There are approximately 24,500 business 
men who are members of the Committee for 
Economic Development, Mr. Hoffman, who is 
president of the Studebaker Corporation, de- 
clared, representing the 1,230 communities in 
every state of the union, with their goal being 
greatly expanded peacetime production and 
employment after the war. Included are nearly 
three-quarters of the industrial capacity of the 
nation. 

Mr. Hoffman looks for orderly reconversion 
to peacetime production through the organiza- 
tion’s efforts, with strong assurance that post- 
war prosperity will eventuate. The postwar era, 
he said, should be one of increased production 
at lower costs to the public. 

Labor must cooperate in the aimed-at pro- 
gram, he continued, in order to bring about 
greatly expanded production over the 1940 pe- 
riod, with necessities and luxuries to be priced 
at levels that will assure consumption of 35 
to 45 per cent. more goods than were dis- 
tributed in the base year named. 

Reconversion plans must be in the “blue- 
print’ stage when Germany surrenders, he 
explained, if the greatest benefits are to be 
achieved. 

Mr. Hoffman places none too much confi- 
dence in a public-works program to absorb 
workers made idle through war-contract can- 
cellations, but still regards them as being con- 
comitant with the aims for maximum em- 
ployment goals. 

He asserted that the committee’s plans will 
be aided considerably if war goods contractors 
are reimbursed promptly for outlays for ma- 
terials, wages and other immediate expenses to 
enable speedy reconversion to peacetime pro- 
duction. 

CED committees now are working actively 
with approximately 48,000 industrial firms and 
corporations, Mr. Hoffman said, whose total 
output in 1939 represented $41,500,000,000. 
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Brief Items of Interest to Controllers 








Regulations Issued Regarding 
Postwar Refund Bonds 


The Treasury Department announced on 
January 4 the regulations that will govern 
the issue of excess profits tax postwar refund 
bonds and transactions that may take place 
in such bonds. These are the bonds that under 
Section 780 of the 1942 Internal Revenue Act 
may be issued to corporations that have made 
excess profits tax payments entitling them to 
such securities. 

Section 780 authorizes post-war refunds of 
10 per cent. of the amount of the excess prof- 
its tax imposed for each wartime taxable year 
ending after December 31, 1941, and directs 
that the bonds be issued as evidence of the 
credits established from year to year while 
the war continues. 

The number of corporations paying excess 
profits taxes for the tax year 1942 is estimated 
at 53,000. The bonds will be issued to about 
43,000 of these, while the remainder will take 
the entire amount of their post-war credit 
currently. 

Estimates place the total amount of excess 
profits tax refund credits for 1942, 1943 and 
1944 at between $2,500,000,000 and $3,000,- 
000,000. Not all these credits will be con- 
verted into bonds since corporations can take 
credits currently on their excess profits tax re- 
turn to the extent of 40 per cent. of corporate 
debt repayment in the same year. 

The “excess profits tax refund bonds” will 
bear no interest and may not be transferred 
or hypothecated before the end of the war 
although after it they will be fully negotiable. 
They will be issued in series determined by the 
calendar year in which the credit used for their 
purchase was established. Bonds of the first, 
second, third and fourth series will mature re- 
spectively on the last day of the second, third, 
fourth and fifth calendar years beginning after 
the cessation of hostilities. 

At the option of the Government the bonds 
will be redeemable on three months’ notice 
after the war ends. They will be issued only in 
registered form. They will be exempt from 
present and future taxation as regards prin- 
cipal, but will be subject to estate, inheritance, 
gift and other excise taxes, Federal or State. 
The proceeds on redemption are not to be in- 
cluded in gross income. 


Tax Revision Is Urged 


Senator Taft of Ohio advocated on January 
14 a revision of the laws governing taxation 
and extension of loans to small business as a 
post-war plan for development of small manu- 
facturing and distribution concerns. 

In an address prepared for delivery before 
the Boston City Club, Mr. Taft said that the 
current system of high taxation on capital 
gains and profits from investment in business 
had ‘dried up the sources” of capital for small 
business ventures, reducing both the amount of 
money available for these investments, and the 
number of individuals willing to risk their 
money with no hope of profit 

Declaring that the growing public debt in- 
dicated little chance for a reduction in income 
taxes for years to come, he said that he be- 
lieved “it would be possible to repeal the 
capital gains tax except as against professional 
speculators and dealers in securities.” 


Easy Return to Postwar Activity Forecast 
for Construction Lines 


The construction industry will swing back 
to peacetime activities easily and during the 
first postwar decade should be able to handle 
a larger construction volume than in the build- 
ing boom following the first World War, 
Thomas S. Holden, president of the F. W. 
Dodge Corp., declared recently. 

His statement was made in connection with 
a report submitted by a company committee on 
postwar construction markets. The report is 
based on detailed postwar project data sub- 
mitted during the last 18 months by its field 
staff, combined with his basic economic studies 
of the committee. 


22 States Authorize Local 
Postwar Reserve Funds 


Twenty-one states and two provinces of Can- 
ada have enacted laws which authorize munici- 
palities to set up reserve funds for postwar 
capital improvements, repair of public improve- 
ments, Or equipment replacements. The states 
of California, Nebraska, Oregon, and Wis- 
consin authorized or permitted the accumula- 
tion of reserve funds before the war. Plans are 
being made and funds set aside so that after 
the war many capital improvements can be 
financed from reserve funds, instead of from 
borrowed funds. Such a policy places munici- 
palities on a pay-as-you-go plan for capital im- 
provements, the Municipal Finance Officers As- 
sociation of the United States and Canada says. 

The major sources of reserve funds are budg- 
etary appropriations supported by annual tax 
levies, and unencumbered balances of the gen- 
eral fund. Statutes usually specify the maxi- 
mum amount of any special annual levy; and 
in the states of Nebraska and North Dakota 
the special levy is limited to 10 years and 2 
years, respectively. 

Reserve funds are to be used primarily for 
postwar construction and repair of public 
works, and to replace worn out equipment. In 
Arizona, Florida, Maryland, and Pennsylvania 
funds are to be used for deferred maintenance. 
Most of the statutes require that reserve funds 
be used for the specific purpose for which they 
were created. Maine permits the establishing 
of reserves to stabilize the tax rate in depres- 
sion years; North Carolina and Rhode Island 
permit borrowing from the reserves in antici- 
pation of tax collections. 

The Lieutenant-General in Council of Brit- 
ish Columbia may order that expenditures of 
reserve funds be approved by the electorate, 
while in Ontario expenditures are approved by 
the Department of Municipal Affairs. The state 
of Maine provides for withdrawal of funds 
according to a given formula, taking into con- 
sideration the change of assessed values, per 
cent. of tax collections, and welfare expendi- 
tures of the previous year compared to the 
averages of the two preceding years. If the 
result is a minus amount, funds are withdrawn 
from the reserve account and credited to the 
current budget at the beginning of the new 
fiscal year. 

Almost every state or province permits the 
investment of reserve funds in obligations of 
the national, state, or local governments. Con- 
necticut requires that at least 50 per cent. of 
investments be in securities of the United 
States, while Maine provides that not less than 


10 per cent. nor more than 30 per cent. shall 
be in securities of the United States. 

Some of the state statutes prohibit the trans- 
fer of reserve funds. Other states permit trans- 
fers to other capital improvement funds, either 
by vote of the local governing body, or by vote 
of the electorate, or by vote of the governing 
body approved by the electorate. A number of 
statutes make no provision for the diversion or 
discontinuance of reserve funds. The Connecti- 
cut law permits the unexpended balance to be 
used to pay non-serial bonds. In Oregon the 
balance automatically reverts to the general 
fund after 6 years. The Local Government 
Commission in North Carolina’ must approve 
the withdrawals of unused reserve fund bal- 
ances. 


When Is a Person “At Work”? 


A person is at work, Solicitor General Charles 
Fahy told the Supreme Court in a January 
hearing, when he is ‘“‘under the supervision of 
his employer.” He gave this definition in argu- 
ing that iron ore miners are entitled to receive 
“portal-to-portal” pay for the time spent in 
traveling between the mouth of the mine and 
the place where ore actually is mined. 

Borden Burr, Birmingham attorney for the 
Republic Steel Corporation, asserted, however, 
that from time immemorial underground travel 
had never been paid for and Congress did not 
provide in the Wage-Hour Act for departing 
from the universal custom. 

The litigation also involved the Tennessee 
Coal, Iron and Railroad Company and _ the 
Sloss-Sheffield Steel and Iron Company. 


Tax Problems of Close Corporations 


Many tax difficulties encountered by close cor- 
porations are chiefly caused by the corpora- 
tion’s failure to follow proper mechanics and 
the right procedure, Peter Guy Evans, C. P. A. 
and member of the New York Bar and The 
Controllers Institute of America, declared in 
an address on “Problems of Close Corpora- 
tions” before the final session of the Second 
Annual Institute on Federal Taxation con- 
ducted during the week of January 10th, by 


Rhode Island State College at Providence, 
Rhode Island. 
Mr. Evans stated that “many executives 


and directors are not corporate-minded, and 
their failure to get away from the individual 
Or partnership way of doing business has re- 
sulted in additional taxes and suits against 
them by minority stockholders.” 

He also pointed out that the small corpo- 
rations, because of their size and the rela- 
tionship that exists among the management, 
in many instances as stockholders, directors, 
and officers, had to be very exacting and meticu- 
lous in the conduct and management of their 
corporate affairs. The fact is that as long as 
taxes remain as high as they are today, Mr. 
Evans emphasized, we cannot expect many 
new corporations to be started. 

“For the time being, at least,” he said, 
“there are certain definitive tax and other ad- 
vantages in doing business as an individual of 
as a partnership. In fact, we will continue to 
see a steady liquidation of corporations, the 
shares of which are closely held or controlled 
by families.”’ 
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Here's Another 
GOOD IDEA! 


This girl, using poorly de- 
signed cut forms and carbon 
can type 10 invoices per hour. 


This girl, using a Rediform- 
designed form, in Continuous 
Speedifold style, completes 16 
invoices per hour. Ask the 
Rediform manto show youhow 


SPEEDIFOLD can help you. 


REDIFORM 


TIMESAVING BUSINESS FORMS 
AND SYSTEMS 


The Controller, March, 1944 


“FOR PETE’S SAKE MISS ROSS 
f . Wis FREE book’ 
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A real help to busy executives 


who must keep business 


forms inventories 


Here's how you can save hours of 
precious war time and side-step those 
forms inventory headaches. Now, with 
the aid of this unique book, you can 
maintain an accurate and fool-proof 
perpetual inventory of your vital operat- 
ing forms. 


We designed this valuable 100 page 
Inventory Control Book to help save 
YOUR time, in the same manner that 
we have designed and produced thous- 
ands upon thousands of timesaving 
business forms and systems for America's 
great industries. 


For instance, we can show you how to 
accelerate the forms production of your 


WASTE 


PAPER 


clerical staff, how to produce MORE 
finished work with LESS help. We can 
speed up the writing of hand-witten 
records as much as 172% and machine- 
written records as much as 95% by 
redesigning business forms and systems 
to eliminate all waste motions and 
operations. The “know-how” of our 
Systems Engineers and Form designers is 
yours without premium. It will pay you 
well to call in your local Rediform repre- 
sentative, the next time you have a 
Forms or Systems problem. 


P. S. Would you like a free copy of 
“Forms Inventory Control’’? If so, make 
your request on your business letterhead, 
addressed to Department 73, 


AMERICAN SALES BOOK COMPANY, INC. sussiviary OF MOORE corporATION, LtTD.NIAGARA FALLS, N. Y. 
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YOUR REPORTS 
IN TIME ond ON TIME 


The MSBee Company . . . 295 Madison Avenue, New York 


OFFICES IN 





SURPLUS MATERIALS 
(Continued from page 103) 











tion of it in the near future, to say noth- 
ing of “immediately.” 

Under a bill introduced by Chairman 
Patman, of the House Small Business 
Committee, the R.F.C. would appoint an 
advisory committee for each class of prop- 
erty which is to be sold or leased. These 
groups would advise on price, time, 
method and manner of disposing such 
property. 

The R.F.C. would be governed, under 
the Patman bill, by these considerations: 


1. Distribution of such surplus property 
should be through established trade channels. 
2. The acquisition of large quantities of 





PRINCIPAL CITIES 


such. surplus property for speculative purposes 
should not be permitted. 

3. The prices at which any particular sur- 
plus property is sold or leased should be uni- 
form. 

4. Such surplus property should be sold or 
leased at prices low enough to enable the 
Government to secure a fair salvage value. 

5. The sale or lease of such surplus prop- 
erty should be at a rate which will not unduly 
disrupt trade and commerce. 

6. The welfare of small business enterprises 
should be considered wherever possible. 


Senator Murray's preliminary report 
to the Committee on Military Affairs, 
based partly on Senate Bill No. 1478 “to 
provide for the conservation and proper 
disposal of surplus war properties and for 
other purposes” contains these provi- 
sions— 


“Sec. 305. Disposition of Materials— 


“(a) Contracting officer is to give 
contractor directions as promptly as pos- 
sible as to delivery of material to be 
transferred to Government. 

‘“(b) Title to material as to which con- 
tracting officer fails to give directions 
within thirty days after submission of in- 
ventory by contractor automatically vests 
in the Government. 

‘“(c) Government shall accept, as ade- 
quate credit for value of material in 
hands of subcontractor, the price received 
by subcontractor, if material is sold in 
good faith at public sale under general 
conditions set forth by the Government. 

‘““(d) Contractor may remove and store 
material if Government fails to authorize 
delivery within thirty days after written 
request. 

‘“(e) Disposition of material is subject 
to all priorities orders and regulations. 

“(f) The War Production Board is 
authorized and directed to obtain from 
prime contractors and subcontractors in- 
formation on raw materials, tools and 
facilities released through contract termi- 
nation.” 


A step in the right direction has been 
taken by H.R. 3856, which was intto- 
duced in the First Session of the 78th 
Congress, in the House of Representa- 
tives, by Mr. Harkness of Indiana, on De- 
cember 16, 1943, and was referred to the 
Committee on Military Affairs. The Bill 
—H.R. 3856—provides for the disposi- 
tion of surplus inventories of strategic 
materials owned by the United States and 
government-owned plants and factories. 
An eight member National Reconversion 
Board is proposed for controlling the sale 
of any inventories of strategic materials. 
Under the Bill no sales would be made 
for three years after cessation of present 
hostilities, except in cases of shortages in 
such materials or if spoilage might be 
imminent. Sales would be limited to 10 
per cent. of total government-owned 
stocks to any purchaser in any one year, 
again except for shortages or possible 
spoilage. The “Board” shall arrange to 
accumulate data as to the total inven- 
tories owned by the United States. 

Canada already has a new “War As- 
sets Corporation. The Corporation will 
impound all war material surpluses— 
machinery, tools, raw materials, even mil- 
itary and naval camps, barracks and flying 
fields—in one tremendous reservoir. Sales 
will be controlled. The material will be 
released slowly to avoid a market glut 
and unemployment, fast enough to pre- 
vent equipment from becoming obsolete. 

The Controllers Institute of America 
has recently appointed a subcommittee to 
study this problem, as well as that of 
government-owned or controlled: surplus 
plant facilities. A report and recommen- 
dations will be forthcoming in the neat 
future. 
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, BULLETS 


AND PAPER 


In the army bullets are bought to be used up 
— yet the army insists first on quality — not 
price. Cheap bullets that jam in the tommy- 
gun slow up the attack — smooth working 
ammunition speeds the battle. In business 
paper is also bought to be used — yet too often 
paper is bought on price — not quality. Cheap 
paper can “jam” the smoothness of your office 


routine — can slow the battle of production. 


Get faster action in all your paper work with 
Parsons high grade papers, made with strong 
cotton fibers. For nearly a century these papers 
have been helping American business get its 


“paper work” done faster, and better. 


Write today for Demonstration Folder of these 
superior business papers and see how they can 


be used in your business. 


PARSONS PAPER COMPANY, HOLYOKE, MaAss. 


Farsons faper 
Specialized tor Modern Iusiness 


WORLD CURRENCY PLANS 
LACK WORKABILITY 


The Keynes and White plans for in- 
ternational currency stabilization do not 
seem to be the most workable plans for 
meeting the conditions that are likely to 
prevail in the immediate postwar pe. 
riod, according to a study entitled Brit. 
ish and American Plans for Interna. 
tional Currency Stabilization, written by 
J. H. Riddle, Economic Advisor to the 
Bankers Trust Company of New York 
and Consultant to the Committee on Re- 
search in Finance of the National Bu- 
reau of Economic Research. It is pointed 
out that many fundamental problems 
would have to be solved before either 
of these plans could be placed in effec- 
tive operation because, while the plans 
represent efforts toward greater inter- 
national cooperation in monetary mat- 
ters, they seem designed to operate ina 
stable world. 

The problem in the immediate post- 
war period, however, will be to restore 
stability in a badly disordered world, 
Mr. Riddle’s analysis indicates. Politi- 
cal and internal economic instability 
will exist hand-in-hand with numerous 
trade restrictions and dislocations. The 
greatest war in history cannot help leav- 
ing in its wake a condition approaching 
the chaotic, especially for the conti- 
nental European countries. 

As an alternative to the Keynes and 
White plans, Mr. Riddle suggests that 
the so-called key-country approach to 
stabilization might meet the needs of 
the postwar transition period more ade- 
quately. This approach involves stabi- 
lizing some of the leading currencies asa 
nucleus for general stabilization. It 
would allow nations to work out their 
monetary problems one by one with 
first emphasis on remedying the basic 
causes of disequilibrium in each coun- 
try. An international bank would assure 
cooperation among central banks and 
facilitate settlement of international bal- 
ances. 

The first step in the key-country ap- 
proach would be to stabilize the dollar- 
sterling rate. Because of blocked ster- 
ling balances and a heavy adverse bal- 
ance of payments, England will need 
substantial financial aid in dealing with 
her exchange problems, perhaps five or 
six billion dollars, but the need is for 
long-term loans rather than short-term 
stabilization credits, according to the re- 
port. 


NEEDLESSLY COMPLICATED 


Pointing out that the general con- 
cepts and techniques of the Keynes and 
White plans are similiar, Mr. Riddle 
states that they are essentially credit 


(Please turn to page 128) 
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The new 


For purchasing 


department 


. ' } 
UT Lee 
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Mimeograph 


One-writing system 
of order control 





For receiving 


department 


For inspection 


department 


All copies are identical 


Now, purchasing, receiving, inspec- 
tion and material control can be 
completely correlated, with sure and 
accurate control all along the line. 


A single writing with Mimeograph 
duplication is the key to this new 
system. 


A single writing on a Mimeograph 
form-topped stencil sheet produces 
on the Mimeograph duplicator a 
combination purchase order with re- 








ceiving and inspection forms. Each 
is produced in sufficient quantity to 
go to everyone concerned, so that 
everyone in every department who 
needs to know, does know these 
things: what has been ordered, what 
has been received, what has passed 
inspection, what is in stock. 


Inside manufacturing delays 
caused by lack of information, or 
wrong information, are eliminated. 
There is complete and accurate con- 


trol from start of the order until 
stock reaches the bins. 


GET FREE FOLDER 
FOR FULL DETAILS 


As a practical means 
of stepping up produc- 
tion in your plant, get 
full information on this 
efficient new system. 
It’s yours in the free 
folder, “Complete and Accurate Control over 
Purchased Parts and Raw Materials.” Mail 
coupon below to A, B. Dick Company, 








Mimeograph duplicator 


Mimeocrapu is the trade-mark of 
A. B. Dick Company, Chicago, 
registered in the U. S. Patent Office. 
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Illustration shows COMMERCIAL CONTROLS Metered Mail Machine 


OUR post office is handling more 
mail than ever before—and with 
less manpower. Give it a “hand” by 
addressing mail clearly and correctly 
.. . by including the zone number . . . 
by observing all postal regulations 
. and in your office, by using 
modern mail-handling equipment. 
CommerciAL Controts Metered 
Mail Machines seal, imprint, post- 
mark, count and stack outgoing letter 
mail, and account for all postage 
spent. They are also adapted for quick 
preparation of parcel post shipments. 
They eliminate sorting and cancelling 
operations in the post office—and in 
your own office, save manpower and 
speed production. 
Today the mailroom is ‘‘the heart 
of every office.” And it will gain fur- 
ther importance when Victory brings 





Let’s Give to the 


RED CROSS WAR FUND 





a faster-moving business world. So 
you should plan your new, postwar 
mailroom now—with the help of our 
specialists. 

Equipment for Complete Mailroom 
Service will be in production again as 
soon as we finish today’s big job of 
making .30 caliber M-1 Carbines for 
the Armed Forces. 

Metered Mail Systems ... Postal and Parcel 
Post Scales .. . Letter Openers . . . Envelope 


Sealers . . . Multipost Stamp Affixers .. . 
Mailroom Equipment. (Many units available.) 


COMMERCIAL 


CONTROLS 


Division of 
NATIONAL POSTAL METER CO., INC. 
ROCHESTER 2, N.Y 
BRANCHES AND AGENCIES IN PRINCIPAL CITIES 





WORLD CURRENCY PLANS 
(Continued from page 126) 











rather than clearing mechanisms. A 
large fund or credit pool would be set 
up and managed by an international 
board of directors with broad powers 
and controls. The general purpose is to 
have creditor nations (those with favor- 
able balances of trade) finance the 
debtor nations as a group. 

International controls of the type sug- 
gested in these plans will appear to 
many as needlessly complicated. Mr. 
Riddle suggests that some less formal- 
ized arrangement might gain initial all- 
around approval more easily and per- 
haps grow as experience is acquired in 
handling international matters. 

Mr. Riddle questions whether any 
plan for over-all currency stabilization 
would be workable under the conditions 
that will prevail in the postwar period. 
Such plans are designed to facilitate 
general currency stabilization before the 
basic causes of instability are attacked. 
Instability of the exchanges, however, is 
a symptom or reflection of disorders 
elsewhere, the report states, and the 
problem is to cure those disorders. No 
country can maintain a stable currency 
unless its internal economy is in order. 
Economic stability in turn depends on 
political stability, Mr. Riddle observes. 
Until genuine peace and confidence 
have been restored to the world, it may 
be impossible to attain sufficient eco- 
nomic order to stabilize exchange rates 
generally. 

The rates of exchange existing now, 
and the rates which the White plan 
would use in initiating over-all stabiliza- 
tion, are pegged rates and in many cases 
will turn out to have little relation to 
the fundamentals of the various econ- 
omies in the postwar period. 

Moreover, even if the plan did not 
break down in the transition period, it 
might be in such a frozen condition at 
the end of that period that its ability to 
deal with exchange problems in a more 
orderly world would be seriously im- 
paired. 


CREDIT EXTENSION PROBLEMS 


The study points out that both the 
Keynes and White plans rely heavily 
upon credits to solve the world’s prob- 
lems and suggests that these credits, in- 
stead of accelerating necessary fiscal and 
economic reforms, might postpone them. 
Some countries might have to be car- 
ried for years without attaining internal 

olitical and economic stability. The 
difficulties of many debtor countries 
might be obscured for a period by 
stabilization credits, but they might 
build up economies that could continue 


(Please turn to page 138) 
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ts from standard arrangement of typewriter keys 





Worx goes much easier and faster — because the 
it typewriter—which permits any typewritten descrip- 
? tion during posting operations on National Type- 
ore writing-Bookkeeping Machines — has keys arranged 


~ for use of the touch system. 


National Accounting-Bookkeeping Machines may be 
secured by businesses through priorities. 


ily Our factory at Dayton, Ohio, proudly flies the Army-Navy "E" with 
ob- three stars * *® *® for “unceasing excellence” in the production of 
in- precision instruments and other war materiel. 
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Reviews of Recent Publications 





New Enterprise 


NEW FIRMS AND FREE ENTERPRISE: 
PREWAR AND POSTWAR ASPECTS, by 
Alfred R. Oxenfeldt. Published by American 
Council on Public Affairs, Washington, D. C. 
Foreword by John Maurice Clark. 

New enterprises have been traditionally one 
of the means by which men with executive 
ability have risen in the structure of Ameri- 
can business. The number who succeed is 
not a large percentage of the whole since both 
profitable opportunities and the ability to 


achieve success are limited, but new enter- 
prises do constitute a valuable means of de- 
veloping industrial leadership. 

This book is not intended to be definitive in 
dealing with this large subject, but it raises 
important questions and is realistic in its anal- 
ysis. A good balance exists between the use 
of statistical evidence available and the inter- 


pretation of that evidence. 


The author points out that new enterprises 
differ in their degree of ‘newness’ and their 
He also emphasizes the im- 
portance to business of removing impediments 


social utility. 








Fridén Mechanical and 
Instructional Service is 
available in approximately 
Company controlled Sales Agencies 
throughout the United States and Canada. 


EXECUTIVE 


OFFICES AND PLANT « 


when applications to obtain deliveries 
have been approved by the War Pro- 
duction Board. FRIDEN Simplicity of 
operation combined with Productive 
High Speed Figure Work make these 
fully automatic calculators the solution 
of the problem created by the critical 
shortage of competent clerical help. 
Phone or write your local FRIDEN 
Representative for information. 


FRIDEN 


CALCULATING MACHINE CoO., INC. 


SAN LEANDRO, CALIFORNIA, U.S.A. 





to the entrance of new firms in the years ahead, 
The author’s point of view is a welcome de- 
parture from the mature economy reasoning of 
recent years. 

As a careful analysis of an important long. 
term business force the book is likely to be of 
interest to thoughtful controllers. 


Reviewed by W. A. Hosmer. 


Montgomery on Taxes 


FEDERAL TAXES ON ESTATES, TRUSTS 
AND GIFTS, 1943-44. By Robert H. Mont. 
gomery. Published by The Ronald Press Com- 
pany, New York. $7.50. 

FEDERAL TAXES ON CORPORATIONS, 
1943-44. By Robert H. Montgomery. Published 
by The Ronald Press Company, New York. In 
Two Volumes. $15.00 for the set. 

It has been observed before, that to review a 
text on taxes is akin to attempting a critique of 
a dinner menu: there is too much to be tasted, 
chewed, swallowed, and digested. Hence, a 
skeletonized report of what the volumes under 
consideration contain must serve the purpose of 
bringing to the attention of the interested 
reader the fact that the latest in the series of 
Mr. Montgomery’s texts are again available, 
these particular issues covering 1943-44. 

In the first of those listed above, the tax 
student and tax executive will find a detailed 
coverage of the application of estate tax, gift 
tax and features of income tax peculiar to 
estates and trusts, with emphasis on estate plan- 
ning to ease the tax burden. There is likewise 
interpretation of developments incident to the 
administration of the 1942 law, particularly the 
important effect of new regulations and recent 
court review of contested cases. 

The second opus, in two volumes, is con- 
cerned exclusively with corporate requirements 
under the Internal Revenue Code as amended 
by the 1942 Revenue Act. The new regulations, 
rulings and court decisions are considered, as 
they affect the Code. 

Volume One covers gross income and deduc- 
tions, as well as methods and bases. The second 
of the two volumes considers tax determination 
and returns, and is divided into six parts: cor- 
porations in general, the excess profits tax, con- 
solidated returns, taxes on undistributed profits, 
administration, and taxes based upon declared 
value of capital stock. 

There are, in addition, a generous number of 
indexes covering many matters such as regula- 
tions, Treasury rulings, Tax Board and court 
decisions, and the like. Finally, a word of 
recognition is in order for Mr. Montgomery's 
very readable and lucid prefaces to the two 
works. They are, in their way, highlights of 
the publications. 


Handbook of Trade Regulations 


CREDIT MANUAL OF COMMERCIAL 
LAWS, 1944. War Edition. Published by the 
National Association of Credit Men, New York 
City. 800 Pages. $6.50. 

Thirty-six years ago the first yearly edition of 
this important book was published in order to 
give credit and financial officers a reference 
book on the laws of trade. For the 1944 edi- 
tion a total of 800 pages is required to present 
all of the necessary information about new and 
revised state laws and federal government reg- 
ulations having direct bearing on trade. 

During the last portion of 1942 and through 
1943, state legislatures in forty-six states held 
sessions and passed laws affecting such impor 
tant business transactions as conditional sales, 
chattel mortgages, assignments of accounts fre- 
ceivable, bulk sales, negotiable instruments, 
mechanics liens, assumed name laws, and the 
like. All of these state laws are arranged in a 
general summary under the subject discussed. 
This text then is followed by a summary of the 
laws in several states as they apply to that sub- 
ject. 





nead, 
> de. 
ig of 


long- 
se of 


JSTS 
font. 
Com- 


NS, 
ished 
k. In 


plan- 
“wise 
> the 
y the 
ecent 


con- 
nents 
nded 
i0ns, 


d, as 


educ- 
cond 
ation 
 cor- 

con- 
‘ofits, 
lared 


er of 
gula- 
court 
dof 
lery’s 

two 
ts of 


CIAL 
y the 
York 


on of 
ler to 
rence 
| edi- 
-esent 
V and 
t reg- 


‘ough 
held 
npor- 
sales, 
ts re- 
nents, 
d the 
| in a 
issed. 
of the 
t sub- 





The Controller, March, 1944 





Now... 
A BLUEPRINT 


for Management! 


It is already evident that the basis for satisfactory settlement of 
government contracts starts long in advance of termination day. 
The development of a standard procedure to be followed and 
especially the maintenance of adequate records and administrative 
controls are demonstrated prerequisites. Not only must prepara- 
tions be made to bring into proper focus complete details of work 
done on contracts, but the need to maintain inventories within 
reasonable limits consistent with program requirements is indicated. 


Many other vital points were clearly brought out by the experi- 
ence of the Sperry Gyroscope Co., Inc. who have used outstand- 
ingly successful methods and routines in negotiating settlement. 
Through the courtesy of Sperry officials we are able to offer you 
a most helpful brochure, just prepared, covering this entire subject 
and showing how Sperry’s records serve as a “‘blueprint”’ for work- 
ing out speedy and satisfactory settlements. This timely and valu- 
able brochure is offered as a free service, for it entails no obligation. 
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Tax Numbers 


By Robert S. Holzman 





| HOW TO RECOGNIZE 
| GOVERNMENT FORMS 


This little compilation of letters | 
and figures by which some of our best | 
government forms are known was pre- 
| pared by Mr. Holzman, who is head | 
of the tax department of a large dis- | 
tilling company, and an instructor at 
City College, New York City. It serves 
| to throw some light on current meth- 

ods of governmental control. 
—THE EpiTor. 











Edward Executive had always kept 
rather close to his departmental meet- 
ings, but of late, press of war business 
had interfered. When the accountants 
came in, he was therefore baffled to 
hear: 

ANDREW McACCOUNTANT: Is your 
991 in? 

CARL CONTROLLER: No, we're han- 
dling our 722 like an 843. 

ANDREW McACCOUNTANT: By _ the 
way, you're not going to run afoul of 102 
this year, are you? 

CaRL CONTROLLER: Not unless they 
pull a 45 on us. 


By reason of his government con- 
=~ ~ . ¢ 
tacts, Edward Executive had learned to 


speak in letters, but this number jargon 
was something new to him. He there- 
fore instructed Timothy Taxman to pre- 
pare a brief dictionary for him, to cover 
the general federal tax matters encoun- 
tered by the ordinary businessman or ac- 
countant. Here is the dictionary thus 
prepared : 


ssla Quarterly return for Federal old 
age contribution report. 

W1 Quarterly return of income tax 
withheld on wages. 

W2 Statement of income withheld on 
wages, to be given to each em- 
ployee. 

W4 Employee's withholding exemp- 


tion certificate, to be signed by 
each employee. 

ssi Employee’s application for Social 
Security account number, to be 
signed by each new employee who 
has no number. 

ss? Employer's statement to support 
employee’s claim for refund of any 
Federal old age contributions de- 
ducted in excess of $30; as, for 
example, when an employee has 
worked for several employers dur- 
ing a year. 

45. Section of the Internal Revenue 
Code giving the Commissioner of 
Internal Revenue the authority to 
re-allocate income of controlled 
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Philadelphia - 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Industrial Engineering 


Ford, Bacon & Davis 


dncorporated 


Engineers 





Washington - 


NEW YORK, N. Y. 


Chicago 








companies if he deems it neces. 

sary, properly to reflect income, 

Section of the Internal Revenue 

Code imposing a special surtax on 

corporations unreasonably accu. 

mulating surplus. 

112(b) (6) Section of the Internal Rey. 
enue Code providing for tax-free 
liquidation of one corpgration 
into another that controls it. 


102 


706 Estate Tax Return. 

707 Capital Stock Tax Return. 

709 Gift Tax Return. 

722 Section of the Internal Revenue 
Code granting relief from excess 
profits tax to the extent of abnor- 
malities of certain types. 

843 Claim for refund. 

870 Waiver of restrictions on assess- 
ment and collection of deficiency 
in tax. 

872 Consent fixing period of limita- 
tion on income and excess profits 
taxes. 

873 Acceptance of proposed overas- 
sessment arising from audit. 

940 Federal Unemployment Insurance 
annual return. 

991 Application for relief under Sec- 
tion 722 of the Internal Revenue 
Code, with reference to excess 
profits tax. 

1000 Ownership certificate to accom- 
pany the deposit of coupons. 

1040 Personal income tax return—reg- 


ular form. 
1040A Optional individual income tax 
return for gross income of not 
more than $3,000. 
1040ES Declaration of estimated in- 
come and victory tax by individ- 
uals. 
1041 Fiduciary Income Tax Return. 
1065 Partnership Income Tax Return. 
1096 Summary of payment information 
returns to individuals on Form 
1099. 
Annual information returns of 
payments to individuals. Salary 
payments need no longer be te- 
ported on Forms 1096 and 1099 if 
the employee is furnished a W2 
form (q.v.). 
1120 Corporation Income Tax Return. 
1121 Corporation Excess Profits Tax 
Return. 
Bulletin F Bureau of Internal Revenue 
schedules of depreciation rates. 
Schedule M Reconciliation of net 1n- 
come and surplus on the corpora- 
tion income tax return. 
Regulations 64 Explanation of the cap- 
ital stock tax. 
Regulations 104 Explanation of the con- 
solidated income tax 
returns of corporations 
authorized to file. 
Regulations 105 Explanation of the ¢s- 
tate tax. 
Regulations 108 Explanation of the gift 
tax. 
(Please turn to page 134) 
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Nearly 15,000 pounds of baggage go overseas with every Yank, 
s of to make him a better fighting man, and a safer fighting man. 
alary ; . a; 
e fe- Stowed on board are his outfits of clothing, designed espe- 
199 if cially for the particular tasks ahead of him; his weapons, the 
W2 best in the world; drugs to guard his health and save his life; 
food to sustain and nourish him under any conditions; equip- 
turn. ment to shelter and assist him in the field. Nothing is denied 
Tax = him that will increase his fighting chance. 
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Members of The Institute 
in Service 


Lieutenant A. T. Barr, SC-V(s) 

UU, SN: RR. 

Office of Supervisory Cost Inspector 

First Naval District 

Boston, Massachusetts 
(Merrimac Hat Corporation, Amesbury, Mas- 
sachusetts) 


J. Ellsworth Brokaw 

Price Adjustment Section 

AAF Material Command 

67 Broad Street 

New York City 
(Crown-Zellerbach Corporation, San Fran- 
cisco, Calif.) 


Captain Arthur L. Cable 

Cadre Journal 

Fort Benjamin Harrison, Indiana 
(Western Auto Supply Company, Los An- 
geles, Calif.) 


First Lieutenant Karl G. Clement 
United States Army Corps 
(Vick Chemical Company, New York City) 


Lieutenant Commander Robert M. Douglas 
Navy Department, Regional Price Adjustment 
Boatd 
727 Financial Center Building 
San Francisco, California 
(San Francisco Stock Exchange, San Fran- 
cisco, California) 


Thomas I. Dowling 
In the Navy. Rank and service unknown 
(Los Angeles) 


Major Theodore S. Faller (QMC) 
Office of the Quartermaster General 
Temporary B-2T Q St., S. W. 
Washington, D. C. 
(R. H. Macy & Co., Inc., New York City) 


Lt. Col. Milton M. Fritch 
Hqs. Army Service Forces 
Army Exchange Service 
24 West 43rd Street 
New York 18, N. Y. 
Baltimore, Maryland 
(Saks Fifth Avenue, New York City) 


Captain Elmer P. Hardenbergh, No. 0487670 
G4 Office, A.P.O. 958 
c/o Postmaster 
San Francisco, Calif. 
(Westates Petroleum Corporation, San Fran- 
cisco, California) 


st (j-g-) Scott Harrod 
Supply Corps of the United States Naval Re- 
serve 
(Spiegel, Inc., Chicago) 


Colonel Clayton J. Herman 

Forward Echelon 

Headquarters Ninth Service Command 
Presidio of San Francisco, California 


Colonel Raymond M. Hicks 

United States Army 

Chief of Water Division 

Transportation Corps 

Service of Supply 

Washington, D. C. 
(International Mercantile Marine Company, 
New York) 


Captain D. S. Jeppson 

United States Marine Corps Reserve 
Headquarters Co. 

Infantry Battalion 


Marine Barracks, New River, North Carolina 
(Lane-W ells Company, Los Angeles, Cali- 
fornia) 


Captain Oliver B. Johnston 

School of Military Government 

Fort Custer, Michigan 
(Walt Disney Productions, Burbank, Cali- 
fornia) 


Major E. C. Kielkopf 
Infantry, U. S. A. 
4457 N. W. Faraday Place 
Washington, D. C. 
(Koppers Company, St. Paul, Minnesota) 


Lieutenant (j.g.) William T. Lake 

S/Ga(S3-U- SNe. 

(Keystone Portland Cement Company, Phil- 
adel phia, Pennsylvania) 


Lt. (j.g.) E. Paul Love 

United States Naval Reserve 

Com. Fair Wing 8 

Fleet Post Office 

San Francisco, California 
(Pacific Manifolding Book Company, Inc., 
Los Angeles, California) 


Lieutenant C. F. McElroy 

Supply Corps 

United States Naval Air Station 

Alameda, California 
(Capital Company, San Francisco, Califor- 
nia) 


Captain David McGilvray—0-909882 
Army Exchange Service 
Headquarters NATO U. S. A. 
A.P.O. 534 
c/o Postmaster . 
New York, N. Y. 
(Seaboard Commercial Corporation, 
York City) 


David D. MacTavish 

U. S. N. R.—R—303 

Boldt Hall, Cornell University 
Ithaca, New York 


New 


Lieutenant-Colonel William S. Moore, Jr. 
Finance Office 
Ft. George C. Meade, Maryland 
(Eastern Shore Public 
Salisbury, Maryland) 


Service Company, 


Lieutenant (j.g.) Howard G. Oberlander 
United States Naval Reserve 
(Philadelphia-W arwick Company, Philadel- 
phia, Pennsylvania) 


Private Gordon A. O’Brien, A.S.N., 31,389,466 
Company C 
Ist Financial Training Battalion 
3rd Platoon 
Fort Benjamin Harrison, Indiana 
(Worcester Telegram Publishing Company, 
Inc., Worcester, Massachusetts) 


Lieutenant-Colonel Joseph B. Pope 
Quartermaster Corps, Bureau of Motor Trans- 
port 
Washington, D. C. 
(Ewing-Thomas Corporation, Chester, Penn- 
sylvania) 


Lieutenant-Colonel Russell M. Riggins 

War Department 

Office of the Chief of Ordnance 

Washington, D. C. 
(Phillips Petroleum Company, Bartlesville, 
Oklahoma) 


Private E. E. Stevens 
518th M. P. Bn., Co. E 
Governors Island, New York 


(Carl L. Norden, Inc., New York City) 


Lt. Col. Armand J. Toussaint 
Army Exchange Service 

25 West 43rd Street 

New York City 


Lieutenant-Colonel Donovan H. Tyson 

Office of Fiscal Director 

War Department 

Room 4E-415 Pentagon 

Washington, D. C. 
(United States Pipe & Foundry Company, 
Burlington, New Jersey) 

C. E. Williamson 

In the Army. Rank and service unknown 
(Balfour, Guthrie & Co. Ltd.) 


Captain R. H. Wellington 

Ordnance Department 
(The California Ink Company, Inc., San 
Francisco, California) 


Major Ramon Wyer, OM Sect. Hq. SOS 
A.P.O. 750 

c/o Postmaster 

New York, N. Y. 


Lieutenant (j.g.) Willard H. Young 
* United States Naval Reserve 
(H. J. Heinz Company, Pittsburgh, Pennsyl- 
vania) 
mes 
Postwar Forecast 

Dr. Paul O’Leary, Managing Director of the 
Research Institute of America, addressing the 
District of Columbia Control of the Control- 
lers Institute of America on January 25, said of 
“Postwar Economics,” with particular refer- 
ence to business after the war: 

“We have taken a wartime economy and 
superimposed it on our peacetime economy 
without greatly curtailing this peacetime econ- 
omy. Our current gross national product of 
from 170 to 180 billion dollars is twice that 
of 1939-1940. This ability of the American 
economy to expand its capacity has increased 
employment by about 16 million workers and 
increased plant from 15 to 20 per cent. 

“When the war ends we face the withdrawal 
from spending of approximately 90 billion dol- 
lars, the employment of approximately 10 mil- 
lion more workers than we had in 1940, con- 
tract termination and settlement, reconversion of 
plants, labor readjustment and demobilization.” 

He predicted a sharp postwar Decline and 
said a complete overhauling of the tax system 
seems necessary for a successful postwar ad- 
justment, with a restoration of the income tax 
to personal incomes as originally intended and 
not on corporate earnings. 


AMA Holds Industrial Relations 
Parley in Chicago 
A conference on industrial relations under 
the auspices of the American Management As- 
sociation was held in the Palmer House, Chi- 
cago, on February 9, 10 and 11, in cooperation 
with several organizations. 





TAX NUMBERS 


(Continued from page 132) 











Regulations 109 Explanation of the ex- 
cess profits tax. 
Regulations 110 Explanation of the con- 
solidated excess profits 
tax return. ; 
Regulations 111 Explanation of the 10- 
come tax return. 
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Sundstrand Machine Power 
saves hours of man power 
and woman power. . . 


Thousands of man and woman hours 
have been saved in the Payroll 
Departments of many firms through 
the use of Sundstrand Payroll Account- 
ing Machines. 


The machine does the entire job, not 
just part of it. 


The operation is so fast that one ma- 
chine performs the work of several 
clerks. 


Because of the simple “10 Figure Key” 
keyboard and many automatic features, 
operating proficiency can be acquired 
quickly by anyone. 





Our factory at Bridgeport, 
Connecticut, proudly flies the 
Army-Navy“ E,” awarded for the 
production of precision instru- 
ments calling for skill and crafts- 
manship of the highest order... 
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Read these definite Sundstrand advantages: 


Payroll Records. Your Payroll Sheet or Summary 
is prepared at the same time that the Em- 
ployee’s Earnings Record is posted and the 
Pay Check or Pay Statement or Pay Enve- 


lope is written. 


Postings to the Employee’s Earnings Record 
are made in original, not carbon impressions. 
When the forms are in the machine, all 


entries are completely visible. 


Dates and Pay Check Numbers are printed 
automatically. Protective Stars are automa- 
tically printed before the Check amount. 
When deductions exceed earnings, the Pay 
Check is automatically voided. 


Gross Pay and Net Pay amounts are automa- 
tically computed and Column Totals are 


automatically printed. 


Government Reports. Year-to-Date Total Gross 
Earnings and Withholding Tax are automati- 
cally computed for Income Tax purposes. 


Quarter-to-Date Total Taxable Gross Earn- 


ings are automatically computed for Social 
Security Tax purposes. When the taxable 
total reaches $3,000, the machine automati- 


cally exempts amounts in excess. 


War Bond Ledgers. The machine can be set for 
any bond denomination. The Unapplied 
Balance and the amount “To Go” before the 
next bond can be purchased are automatically 


computed. 


When the Unapplied Balance reaches the 
purchase price of the bond, the purchase is 
automatically recorded. All bond purchases 
are listed by employees and automatically 
counted and totaled. 


\ call to your local Underwood Elliott 

Fisher office will bring you, without 

obligation, interesting information on 

how your payroll department can save 

hours of man power and woman power. 
*K * 


Sundstrand Payroll Accounting Machines are available 


subject to War Production Board authorization. 


Save the Seconds and You Save the Day— 


Underwood Elliott Fisher Company 


Accounting Machine Division 


One Park Avenue, New York 16, N.Y. 
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INSTITUTE ACTIVITIZES 








Buffalo Control Considers New York 
State Franchise Tax Changes 


A special meeting of the Buffalo Control of 
The Institute was held on January 21 for the 
discussion of changes proposed by the New 
York State Tax Commission in Article 9-A of 
the Tax Laws of New York State, imposing a 
Franchise Tax on business corporations. After 
a detailed discussion, it was recommended that 
the Commission proceed with extreme caution 
in considering the proposal that sales be allo- 
cated according to destination of the goods, it 
being the feeling of those present that this 
might lead to duplication of taxation by other 
states. Otherwise, it was the sense of the meet- 
ing that the changes proposed were desirable 
and the Control went on record as favoring 
their adoption. 

Also noted with interest was the Tax Com- 
mission’s report to the Governor regarding en- 
couragement of business to locate in New York 
State. The members present likewise felt that 
a similar approach to the adoption of Merit 
Rating in New York State would result in 
more tangible benefits to present industry and 
to greater encouragement to prospective busi- 
nesses. A copy of the report of the members’ 
deliberations was sent to Mr. Rollin Browne, 
president of the Tax Commission. 


Institute Names Public 
Relations Counsel 


Ames & Norr, New York, have been desig- 
nated public relations counsel for The Con- 
trollers Institute of America, according to an 
announcement on January 30, by Arthur R. 
Tucker, managing director of The Institute. 
The account will be directed by G. K. Dahl, for 
the past two years public relations director of 
The Institute, who is now with Ames & Norr. 


Sub-Committees of Termination 
Group of Institute Are Named 


Chairman Dundas Peacock, controller of EI- 
liott Company of Jeannette, Pennsylvania, has 
named the following sub-committees of The 
Institute's National Committee on War Con- 
tract Termination Policies and Procedures, in 
order to expedite the Committee’s continuing 
program in this field. 

Disposition of Property and Materials: L. M. 
Nichols, Chairman; L. W. Adkins, E. C. 
Hoelzle. 

Responsibility and Procedures for Verifica- 
tion and Payment of Subcontractors’ Claims: 
H. C. Perry, Chairman; Roscoe Seybold, Mat- 
thew Keck. 

Termination Accounting: C. A. Packard, 
Chairman; L. R. Downie, D. R. Anderson. 

Termination Financing: G. S. Dively, Chair- 
man; E. E. McConnell, F. D. Weeks. 


War Contract Terminations 


This vital matter is discussed, with a 14- 
point program of recommended policies and 
procedures, in a currently-available report of 
the National Committee on Termination Audit 
Procedures of The Controllers Institute of 
America. Copies of the special report are 
available at 25 cents each to readers of THE 
CONTROLLER. Please send remittance (stamps 
are acceptable) to The Institute’s headquarters: 
One East Forty-Second Street, New York 17, 
New York. 


PERSONAL NOTES 


P. H. Wernicke, Minneapolis-Honeywell 
Regulator Company, was named secretary-treas- 
urer of the Twin Cities Control of The Institute, 
at the January 4 meeting, to replace R. J. Semsch 
for the balance of the current season. Mr. 
Semsch recently underwent, successfully, a brain 
operation which will incapacitate him for sev- 
eral more months, and accordingly asked to be 
relieved of his post. 


In the January, 1944, issue of ‘Executives 
Service Bulletin,” published by the Policyhold- 
ers Service Bureau of the Metropolitan Life In- 
surance Company, the opening article, ‘‘Plan- 
ning the Postwar Personnel Program’ carries 
the by-line of a member of The Institute, G. A. 
Busch, who is Training and Industrial Rela- 
tions Adviser of the Eastern Marketing Divi- 
sion of Socony-Vacuum Oil Company, Inc., of 
New York. 


Wayland S. Bowser, controller of Blaw-Knox 
Company of Pittsburgh, and a member of The 
Institute, is the author of an article on office 
management problems in the February, 1944, 
issue of “The Office.” 


J. F. Brandt, Controller of Swift and Com- 
pany, Chicago, has accepted appointment as 
chairman of the Program Committee for the 
Thirteenth Annual Meeting of The Controllers 
Institute of America, which is scheduled to be 
held at the Stevens Hotel in Chicago next fall. 
Mr. Brandt, a member of the Chicago Control 
of The Institute, is holder of Certificate Num- 
ber 297, having been elected to membership in 
March, 1934. 


Two members of The Institute were repre- 
sented with feature articles in the January, 
1944, issue of “The Accounting Review,” 
which is published by the American Account- 
ing Association. Mr. Kelly Y. Siddall, control- 
ler of The Proctor & Gamble Company, Cincin- 
nati, and president of the Cincinnati Control of 
The Institute, contributes contributed “Some 
Postwar Problems of Industry.” 

The second article, by Mr. David R. Ander- 
son, controller of The Kendall Company, Wal- 
pole, Massachusetts, is entitled “The Function 
of Industrial Controllership. Mr. Anderson is 
a member of The Institute’s Committee on 
Technical Information and Research, Commit- 
tee on War Contract Termination Policies and 
Procedures, and Committee on Postwar Control- 
lership Problems. 


A. D. Grote has been elected a vice-president 
of the Illinois Bell Telephone Company, effec- 
tive February 1. He will continue as general au- 
ditor of the company, a position he has held 
for more than seven years. Mr. Grote is a 
past president of the Theodore N. Vail Chapter 
of the Telephone Pioneers of America and a 
vice-president of the Chicago Control of The 
Controllers Institute of America. 


Taxes and Profits in 1944 


A recent estimate indicates that corporate 
profits in 1944, before federal taxes, will ap- 
proximate $23 billions. This is over four 
times the 1939 figure of $5.3 billions. Federal 
taxes on corporations, it is forecast, will run 
over $15 billions, a figure more than 12 times 
the 1939 collections of $1.2 billions. 





DANIEL J. HENNESSY 


Newly Chosen President of The Technical 
Valuation Society 


To succeed the late Mr. Lyle H. Olson, a fel- 
low member of The Controllers Institute of 
America, as President of the Technical Valua- 
tion Society, it was announced early in February 
that Mr. Daniel J. Hennessy had been chosen. 
Mr. Hennessy, who had been serving as vice- 
president of the Society, is a past president of 
The Institute, having served for the 1933-1934 
term. Holder of Membership Certificate Num- 
ber 50, by virtue of his election in February, 
1932, Mr. Hennessy is well known’ in public 
utility and industrial circles throughout the 
United States. He is chairman, this year, of 
The Institute’s Committee on Cooperation with 
the American Institute of Accountants. 


Certificates of Membership 


All members of The Controllers Institute 
of America are entitled to have certificates of 
membership. Those who have not applied for 
them should do so at their convenience. Write 
National Headquarters. 





| MAKING RECORD IN 
| VISITING CONTROLS 


President John C. Naylor of The Con- 
trollers Institute of America attended 
the meeting of the Louisville Control on 
February 23. 

Since his election as President Mr. 
Naylor has visited twenty-one of the 
thirty-one Controls of The _ Institute, 
which sets a record for presidential ac- 
tivity. That is not the whole story. Mr. 
Naylor has not completed his program 
of visits and will attend a number of 
meetings of additional controls prior to 
the completion of their programs in | 
June. He may make it a 100 per cent. 
coverage. 
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We never knew what this machine could do 


URE—we knew right along that Addressograph 

machines could write business forms and 
records at the rate of 85 a minute—with 100% 
accuracy. 


We knew that before the war these machines 
were Cutting costs and saving time in payroll writ- 
ing, inventory taking, check writing and dozens 
of other office procedures. 


Then war came. And with it the need for speed- 
up in all phases of business—factory, office, ware- 
house, shipping room. Soon Addressograph users 
were telling ws that their machines were being used 
for production control, tool crib control, War Bond 
writing, allotment check writing, parts identifica- 








Addressagraph 


TRADE-MARK REE US PAT OFF 


SIMPLIFIED BUSINESS METHODS 


Addressograph and Multigraph are Reg. T. M. 
Add . “ 


tion and countless other war jobs—many of them 
new applications. 


Almost daily we hear of new ways to simplify 
business methods with Addressograph equipment. 
So broad are the possibilities we may never find 
out all the things it can do. 


Addressograph (and Multigraph, made by the 
same company) can speed up the handling of 80% 
of all paper work in business. If you are an Address- 
ograph user, chances are we can help you extend 
the use of your equipment—save time and money. 
We will be glad to show you how. Write or call 
Addressograph- Multigraph Corporation — Cleve- 
land and all principal cities. 









ph Corp 




















WORLD CURRENCY PLANS 
(Continued from page 128) 














only on the basis of a constant inflow of 
credits. Continued lack of balance in 
the stabilization mechanism would en- 
danger the entire structure. 

The experience of the 1920’s shows 
that substantial credits may be granted 
without producing the equilibrium nec- 
essary for establishing and maintaining 
definitive exchange rates. 

Another danger noted is that a sys- 
tem of quotas or shares in a credit pool 
might encourage debtor countries to be- 
lieve that they have a “right” to credits, 
and that such credits need not be liqui- 
dated. American banking history suggests 
the danger of having applications for 
loans passed upon by the would-be bor- 
rower or by groups of would-be bor- 
rowers, who have sometimes been able 
to vote one another unwarranted loans, 
the author comments. Furthermore, :it 
is impossible to tell from either of the 
plans how deeply the United States 
might become involved in extending 
credits and loans. 

Both plans contemplate control over 
short-term capital movements, but this 





CONSULTANTS 
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might require the policing of all inter- 
national transactions, according to the 
author. Hence, those plans might ex- 
tend and perpetuate exchange controls 
instead of removing them. 

Another point brought out in this 
study is that the Keynes plan in partic- 
ular might be highly inflationary at a 
time when the world will be combating 
inflationary influences generated by the 
war. Huge credits might give an arti- 
ficial stimulation to world trade, but 
when the credits end the readjustments 
could prove very painful. The stimula- 
tion of foreign buying in the United 
States during the immediate postwar pe- 
riod might make it particularly difficult 


‘for the United States to supply the de- 


ferred demands of the public and hold 
prices in check. 


STABILIZATION NEEDS A PROSPEROUS 
UNITED STATES 


It will no doubt devolve upon the 
United States to supply most of the cred- 
its in any stabilization plan, Mr. Riddle 
observes, but our contributions will be 
more effective if safeguarded against 
wasteful or unsound use. 

Prosperity in the United States, with 
the consequent stimulation of imports, 


y Properly Tacks Will te ip. 


ec 


The AMERICAN 
APPRAISAL com pany 


ECONOMICS 


tourist expenditures, and foreign invest- 
ments, would greatly expedite the 
stabilization of other currencies. More- 
over, states the author, a strong and 
stable dollar, free from exchange re. 
strictions, will be the main stabilizing 
influence in the world, whatever method 
of stabilization may be adopted. 


Workers’ Unemployment Contributions 
May Be Cut in New Jersey 


Enactment of legislation to grant a lower con- 
tribution rate in New Jersey's unemployment 
compensation set-up for workers with steady 
employment records shapes up as a probable 
goal of the 1944 Legislature, it is reported. 

Already employers with stable employment 
records receive preferential rates of contribu- 
tions, and at least two legislators are looking 
into the possibility of slashing the one per cent. 
rate that applies to workers covered by the law. 
The legislators said one proposal that would 
be studied would be a reduction of from one 
per cent. to one-half of one per cent. for work- 
ers employed steadily over a period of three 
years or longer. 

One consideration giving impetus to the pro- 
posals for lower contributions is the fact that 
some workers employed steadily since enact- 
ment of the Compensation Law in 1936 already 
have credited to their names more than the 
maximum benefits they could collect through 
one application. 

New Jersey is one of the four states that 
require contributions from workers. The others 
are California, Alabama and Rhode Island. 


Renegotiations Hit State 
Tax Revenues 


Rollin Browne, president of the New York 
State Commission, stated early in February that 
the commission would seek by administrative 
action or by amendment to the corporation 
franchise tax law to protect corporate tax payers 
from losses resulting from refusal of the Fed- 
eral government, in renegotiating war contracts, 
to allow credit for part of the state taxes they 
pay. 

Observing that New York State faced a 
loss of $15,000,000 in corporation franchise 
tax revenue, and that local government may lose 
a total of $5,000,000, Mr. Browne acknowledged 
that New York and other states have lost their 
fight in Washington for relief from the burden 
of corporation tax refunds resulting from ret- 
roactive renegotiation of war contracts. 


Survey of Financial Operations of Oil 
Companies 
The Chase National Bank of New York 
City has issued a 37-page survey of the 


financial and operating aspects of 30 major 
companies in the American petroleum indus- 
try. The study, prepared by Joseph E. 
Pogue, vice-president in charge of the bank's 
department of petroleum economics, and 
Frederick G. Coqueron, staff associate, cov- 
ers the nine-year period, 1934 through 1942. 
This study, entitled “Sources, Disposi- 
tion, and Characteristics of the Capital Em- 
ployed by Thirty Oil Companies During the 
Nine-Year Period, 1934-1942,” was scheduled 
for presentation by Mr. Pogue as a paper be- 
fore the Petroleum Division of the American 
Institute of Mining and Metallurgical En- 
gineers in New York on February 24th. 


Controllers: Plan to attend one of the 
Spring Conferences—New Y ork, April 3; 
St. Louis, April 30, May 1 and 2. 
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MEETINGS OF CONTROLS 
BALTIMORE ers, Messrs. C. Vivian Anderson of the Provi- Committee on Termination Audit Procedure 


Topic: POSTWAR PLANNING 


A round table discussion of postwar plan- 
ning followed the regular monthly dinner 
meeting of the Baltimore Control of The 
Institute, held February 9, in the Lord Bal- 
timore Hotel. M. A. Ferris, Jr., assistant 
secretary of the Merchants Terminal Corpo- 
ration, who is president of the Control, pre- 
sided at the meeting. 


BOSTON 
Topic: CURRENT FINANCIAL PROB- 
LEMS 
The Boston Control of The Institute, at its 
regular monthly dinner meeting held February 
29 in the Dome Room of the Hotel Lenox, 
had for its speaker Dr. John Philip Wernette, 
who gave a most interesting address on “Cur- 
rent Financial Problems in The Nation.’”’ Dr. 
Wernette was formerly Professor of Eco- 
nomics at Harvard University and is a spe- 
cialist in the field of money and banking. 


BRIDGEPORT 
Topic: CURRENT PROBLEMS 


Two executives of the Dictaphone Corpora- 
tion were the speakers at the regular monthly 
dinner meeting of the Bridgeport Control of 
The Controllers Institute of America, held Feb- 
ruary 2, in the University Club. T. E. Pederson, 
assistant controller of the firm, led a discussion 
of “Wage Stabilization,” and Clifford H. 
Senger, also an assistant controller of the com- 
pany, discussed “Price Proposals for War Con- 
tracts’ and ‘Negotiations with Procurement 


Officers.” 


CHATTANOOGA 
Topic: EMPLOYEE BENEFIT PLANS 
Julian D. Walter, district agent for the 
Northwestern Mutual Life Insurance Com- 
pany of Chattanooga, spoke on ‘Employee 
Benefit Plans” at the regular monthly din- 
ner meeting of the Chattanooga Control of 
The Institute, held February 9 in the Read 
House. Mr. John C. Naylor, national pres- 
ident of The Institute, was guest of honor. 


CHICAGO 

Topic: CONTRACT TERMINATION 

PROCEDURE 

The Chicago Control, at its dinner meeting 
on February 29, at the Union League Club, 
had as its speaker Mr. Edward H. McDermott, 
senior member of McDermott, Will and Emery. 
In discussing ‘Contract Termination Proce- 
dure,”” a subject which had been requested by 
several members of the Control, Mr. Mc- 
Dermott used as the basis for his address the 
Baruch-Hancock report. 


CINCINNATI 
Topic: PENSION PLANS AND PROFIT- 
SHARING PLANS 

At its regular monthly meeting, held on 
February 8, the Cincinnati Control of The 
Controllers Institute of America was honored 
by the presence of Mr. John C. Naylor, na- 
tional president of The Institute. 

The meeting was attended by 29 members 
and 12 guests, including the president, vice- 
president and one other member of the Day- 
ton Control, and Mr. Ralph B. Knott of the 
Chicago Control. 

Mr. Ralph Miller, program chairman for 
the current year, introduced the two speak- 


dent Mutual Life Insurance Company and Lee 
B. Scheuer of the State Mutual Life Assur- 
ance Company, who discussed ‘‘Pension Plans 
and Profit-sharing Plans.” Both speakers have 
been leaders in the development of such plans 
and made extremely practical and worthwhile 
presentations of the problems involved in 
setting up and administering such long-range 
projects. The formal presentations were fol- 
lowed by a general round-table discussion, the 
length of which attested to the intense inter- 
est in such matters. 


CLEVELAND 
Topic: FEDERAL TAXATION 


The Cleveland Control held its regular 
monthly meeting on February 10, at the 
Hotel Cleveland. L. C. Weiss, resident part- 
ner of Ernst & Ernst, spoke on “Federal 
Taxation.” Thomas M, Carey, newly ap- 
pointed Collector of Internal Revenue, was 
guest of honor at the dinner and the ensuing 
meeting. 


DAYTON 

Tovic: THE DIFFICULTIES OF MEAS- 

URING PROFITS IN WARTIME 

“The Difficulties of Measuring Profits in 
Wartime” was the subject of a panel discus- 
sion at the regular monthly dinner meeting 
of the Dayton Control of The Institute, held 
February 10, in the Van Cleve Hotel. The 
members of the three-man panel took the 
parts of executives of a hypothetical corpo- 
ration, of which the “president” was F. R. 
Dinwiddie, president and treasurer of the 
Hewitt Soap Company. E, F. Campbell, con- 
troller of the Fyr-Fyter Company, and M. G. 
Schiller, treasurer of the Davies-Young Soap 
Company, acted as members of the control- 
ler’s department. 

John C. Naylor, national president of The 
Institute, was the guest of honor at the din- 
ner which preceded the meeting. 


DETROIT 
Topic: FEDERAL TAXES 
Mr. John C. Naylor of Pet Milk Company, 
St. Louis, president of The Institute, addressed 
the members of the Detroit Control and Ray- 
mond H. Berry, of Berry and Stevens, spoke on 
federal taxes at the regular monthly meeting 
January 25, at the Hotel Statler. 


DISTRICT OF COLUMBIA 

Topic: WORK OF THE NATIONAL OR- 

GANIZATION 

Mr. Arthur R. Tucker, managing director 
of The Controllers Institute of America, was a 
guest of the District of Columbia Control at 
its regular monthly dinner meeting, held on 
February 29, at the Carlton Hotel. Mr. Tucker 
discussed Institute activities and the work of 
the national organization. 


HARTFORD 

Topic: CONTRACT TERMINATION 

PROCEDURE 

At the regular monthly dinner meeting of 
the Hartford Control of The Institute, held 
February 10 in the Elm Tree Inn, Farming- 
ton, David R. Anderson, controller of The 
Kendall Company, Walpole, Massachusetts, 
spoke on “Contract Termination Procedure.” 
Mr. Anderson is a member of The Institute’s 


and Renegotiation. 


HOUSTON 
Topic: WARTIME FINANCIAL STATE- 
MENTS 
For its January 25 dinner meeting, the 
Houston Control of The Institute scheduled a 
discussion on wartime financial statements, un- 
der the leadership of Robert S. White of the 
University of Houston. The local members 
welcomed Harry B. Drennan of The Superior 
Oil Company to membership in the Control, 
following his election to The Institute. 


INDIANAPOLIS 
Topic: ECONOMIC CYCLES 


Dean M. O. Ross of Butler University spoke 
on economic cycles as they affect corporation 
profits at the regular monthly meeting of the 
Indianapolis Control of The Controllers Insti- 
tute of America, held January 26 in the Lincoln 
Hotel. John C. Naylor, vice-president and con- 
troller of the Pet Milk Company, who is na- 
tional president of The Institute, was guest of 
honor at the meeting. 


KANSAS CITY 

Topic: THE BUSINESS OUTLOOK FOR 

1944 

“The Business Outlook for 1944” was the 
subject of the address by Dr. Charles O. 
Hardy, vice-president in charge of the De- 
partment of Research of the Federal Re- 
serve Bank of Kansas City, at the regular 
monthly dinner meeting of the Kansas City 
Control of The Institute, held February 14, 
in the University Club. Dr. Hardy has been 
connected with the Brookings Institution, 
Washington, since 1924, and is a recognized 
authority on monetary problems, as well as 
economic problems of the Middle West. 
President Mayben P. Newby of the Control, 
turned the meeting over to Edward F. Lyle, 
controller of the City National Bank and 
Trust Company, who presided as technical 
chairman of the meeting. 


LOS ANGELES 
Topic: CURRENT CONTROLLERSHIP 
PROBLEMS 
For its meeting on February 10, the Los 
Angeles Control of The Institute scheduled 
a round table discussion of current control- 
lership problems with R. G. Snodgrass as 
discussion leader. 


LOUISVILLE 

Topic: PLANNING FOR THE FUTURE 

Planning for the future was the subject dis- 
cussed by Dr. Arthur R. Middleton, professor 
of biology at the University of Louisville, at 
the regular monthly dinner meeting of the 
Louisville Control of The Controllers Institute 
of America, held Wednesday evening, January 
26, in the Pendennis Club. 


MILWAUKEE 
Topic: CURRENT INCOME TAX PROB- 
LEMS 


The members of the Milwaukee Control 
met at the University Club on February 8 to 
hear an address by Mr. George D. Spohn, 
member of the firm of Lecher, Michael, 
Spohn & Best, on the proposed provisions 
of the Revenue Act of 1943. Mr. Spohn has 
had many years of experience on income tax 
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—and now THE RONALD PRESS COMPANY announces the 


COST ACCOUNTANTS’ 
first HANDBOOK 


—For every man who works with 
costs, everywhere that costs are kept— 


An unequaled fund of technical working information on cost account- 
ing in manufacturing, organized for ready use, to aid in sound judgment 
and constructive accomplishment. 


Meets a Major Need, Unfilled Until Now 


SSUANCE of the Cosr Accounrants’ HANDBOOK marks an advance in cost 

accounting as great as did the Accountants’ Handbook twenty years ago in the 
field of commercial and financial accounting. 

In one up-to-date, inclusive Handbook are now brought together for your use 
the far-reaching developments in cost accounting in recent years. 

Here are set forth the full scope of the cost accountant’s work; the principles, 
techniques and methods by which he accomplishes his results; what he has been 
able to achieve; and the relationships of his work to that of the general account- 
ant on the one hand, on the other that of the engineer. 


An Ever-Present, Never-Failing Assistant on Cost Problems 
Throughout Manufacturing Plants Both Large and Small 


Checking of any company’s methods, any 





Nowhere else can you get so much con- 
venient, concentrated usable information 
showing you how to tackle all kinds of cost 
problems systematically; how to organize 
the work; how to get the results wanted in 
the best way. 


proposed plan, against the Handbook, will 
yield rich rewards. Time and again you 
will discover opportunities for getting 
better cost information, and for substan- 
tial savings in time and effort to obtain it. 


Profit from the Work and Experience 
of Others in a Wide Range of Industries 


You can draw on the Cost ACCOUNTANTS’ 
HaANpBook for answers to problems closely 
parallel to your own, already fully worked 
out by organizations whose conditions 
have well justified the most intensive ef- 
forts to get the right solution. 

This Handbook gives you one of the 
most valuable aids you could possibly have 
—a widened knowledge of means and 
methods of other cost accountants, other 
plants, other lines of manufacturing. Wher- 


ever a point has been clarified in a stand- 
ard work, in technical journals, in pro- 
fessional society proceedings, the Cost 
ACCOUNTANTS’ HANDBOOK brings this in- 
formation to your fingertips in connec- 
tion with the problem to which it applies. 

The volume will stand up under the 
years of constant use you will give it; 
the sturdy, flexible binding, with its 
heavy guilt stamping, is built for 
service. 


READY SOON—Order Now to Receive a Copy on Issue! 

To receive on issue the wealth of tested, expert working data which is 
this new Cost ACCOUNTANTS’ HANDBOOK, send in now the handy advance 
order form below. 


order.) 
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(Must be filled in unless you remit with order) 
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THE RONALD PRESS COMPANY 
15 East 26th St., New York 10, N. Y. 

Send me on issue a copy of the new Cost Accountants’ Hand- 
book. Within 5 days after it reaches me, I will send the price, 
$7.50, plus a few cents postage, or, if not satisfied, I will return 
the book within that period. (We pay delivery if you remit with 
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MEETINGS OF CONTROLS 








problems and his analysis of the proposed 
tax law was timely and helpful. An in- 
formal discussion followed the address. 


NEW YORK 
Topic: FEDERAL TAXES 
A five-man panel of tax experts presented 
answers to questions, on federal income and 
excess profits taxes, received from members of 
the New York City Control of The Institute, 
at its dinner meeting on February 10, in the 
Hotel New Yorker. Participating in the forum 
were the Messrs. A. B. Chapman, Partner, Al- 
vord and Alvord, New York; Virgil P. Et- 
tinger, Tax Specialist of New York; W. L. 
Hearne, Tax Supervisor, United States Steel 
Corporation; Maxwell E. McDowell, Head of 
Tax Department, Standard Oil Company (New 
Jersey); and M. M. Rosenberg, Assistant 
Comptroller, American Smelting and Refining 
Company. 


PUBLISHERS GROUP 
NEW YORK CITY 
Topic: SECTION 722 AND OTHER RE- 
LIEF PROVISIONS UNDER THE EX- 
CESS PROFITS TAX LAW 
The latest regular dinner meeting of the 
Publishers Group of the New York City 
Control was held on February 23 at the Ho- 
tel Shelton. The subject discussed, ‘Section 
722 and Other Relief Provisions under the 
Excess Profits Tax Law,’ was one of pat- 
ticular interest to those present. Mr. H. Ken- 
neth Marks, C.P.A., who is specializing in 
this phase of taxation in the office of J. K. 
Lasser and Company, led the discussion. 


PITTSBURGH 

Topic: ANALYSIS OF DAILY TREAS- 

URY STATEMENTS 

Montfort Jones, professor of finance at the 
University of Pittsburgh, spoke on “Analysis 
vf Daily Treasury Statements’ at the regular 
monthly dinner meeting of the Pittsburgh Con- 
trol of The Institute, held Monday evening, 
February 28, in the Fort Pitt Hotel 


PORTLAND 
COMMITTEE APPOINTMENTS 

President Raymond E. Brennan has named 
the following committees to serve for the bal- 
ance of the Control’s year, ending June, 1944: 

Nominating Committee: Harry M. Langton, 
Chairman, Marshall A. Case, R. F. Grantz. 

Program Committee: Frank A. Rostedt, 
Chairman, Robert L. Torson, Joesph C. Lan- 
drud. 

Admissions Committee: Henry H. Wade, 
Chairman, E. E. Ullrey, Hugh J. Walker. 

Auditing Committee: D. L. Marlett, Chair- 
man, Paul Boutcher. 


ROCHESTER 
Topic: COST RATIONING 
A round table discussion of cost rationing 
featured the regular monthly dinner meeting of 
the Rochester Control of The Controllers Insti- 
tute of America, held January 26, in the Roch- 
ester Club. B. J. Bartz, comptroller of the Rit- 
ter Dental Manufacturing Company, Inc., and 
W. Leroy Jordan, division comptroller, Roches- 
ter Products Division, General Motors Corpora- 
tion, led the discussion. 


SAN FRANCISCO 
Topic: VISIT TO ENGLAND 
The regular monthly meeting of the San 
Francisco Control was held at the St. Francis 


Hotel on February 17. A member, Mr. A. T. 
Saunders, vice-president of Balfour-Guthrie 
Company, Ltd., who has recently returned from 
a trip to England, gave a most interesting 
address on his experiences while in that coun- 
try. 


ST. LOUIS 
Topic: CHINA 
John R. Lyman, controller of the Fouke Fur 
Company, discussed “Free China” at the reg- 
ular monthly dinner meeting of the St. Louis 
Control of The Controllers Institute of 
America, which was held January 24, in the 
Missouri Athletic Club. Mr. Lyman had just 
returned from an extensive tour of China, 
where he spent a year making a special study 
of conditions. 


SYRACUSE 
Topic: CONTRACT TERMINATION 
P. P. Glassey, contracts director of the 
Easy Washing Machine Corporation, Syra- 
cuse, spoke on “Contract Termination” at 
the regular monthly dinner meeting of the 
Syracuse Control of The Institute, held 
Tuesday evening, February 15, in the Uni- 


versity Club. 


TOLEDO 
FIRST REGULAR MEETING 
The first regular meeting of the newly or- 
ganized Toledo Control took place February 
10 at the Hotel Secor. The Control numbers 
19 members, of whom 11 were present at the 
first meeting, together with two guests. Wil- 
liam F. Webb, chairman of the Program Com- 
mittee, led a discussion on “Budgets and 
Budgetary Control.’ A round-table discussion 
followed, which continued until after ten 
o'clock. 


TWIN CITIES 
Topic: JOB EVALUATION 
Dr. John L. Burns, partner in the firm of 
Booz, Allen & Hamilton, Chicago, spoke on job 
evaluation considerations at the regular monthly 
dinner meeting of the Twin Cities Control of 
The Controllers Institute of America, held on 
February 1, in the St. Paul Athletic Club. 


PERSONAL NOTES 


A member of The Controllers Institute of 
America, Russell Baker, has succeeded S. R. 
Greenblatt, recently retired, as president of the 
Gold Shield Laundries, of Atlanta. Mr. Baker 
has been connected with the laundry concern 
since 1928 and has served as assistant treasurer, 
secretary and treasurer, and vice-president. A 
native Atlantan, Mr. Baker is well-known for 
his activities in all civic movements. He was 
elected to The Controllers Institute of America 
in June, 1941, and is holder of certificate num- 
ber 1,886. 


Mr. Ira S. Wilson, who was elected to mem- 
bership in The Controllers Institute of Amer- 
ica on January 9, 1942, has become vice-presi- 
dent in charge of finance of the Aircraft Ac- 
cessories Corporation with headquarters in 
Kansas City, Kansas. Since August of last 
year he was vice-president in charge of ac- 
counting and finance of Brewster Aeronautical 
Corporation, Long Island City. 


H. A. Koechling, formerly assistant control- 
ler of Standard Oil Company of New Jersey, 
has been named controller and elected a di- 
rector. He succeeded Walter Schaefer, who re- 
signed to devote all his time to being assist- 
ant controller of Standard Oil Company (New 
Jersey). 


J. Herbert Carson, secretary of the Pittsburgh 
Control, has resigned as controller and treasurer 
of Pittsburgh Coke and Iron Company to accept 
the position of comptroller at Pittsburgh Steel 
Company on February 1. 


Mr. Roe S,. Clark of Package Machinery 
Company, a member of The Springfield Con- 
trol, has been elected president of the Asso- 
ciated Industries of Massachusetts. 


Postwar Free Gold Standard 
Urged by B. M. Anderson 


Restoration of the free gold standard as 
quickly as possible after the war, was recently 
advocated by Benjamin M. Anderson, former 
economist for the Chase National Bank, in an 
address before the Chamber of Commerce of 
the State of New York. 

Mr. Anderson, now a Professor of Econom- 
ics at the University of California, criticized 
the monetary plans to foster postwar trade 
proposed last spring by John Maynard 
Keynes, British economist, and Secretary of 
the Treasury Henry Morgenthau Jr., as “re- 
quiring a world state with international con- 
trol over trade between nations.’’ Mr. Ander- 
son asserted that “both propose a great deal of 
coercion,’ and asked, “who shall coerce the 
coercers ?”” 

“I want to see a real gold standard world 
again, with several powerful money centers 
competing for gold, and holding one another 
in check,” Mr. Anderson said. “I don’t want 
international monetary cooperation in ordinary 
times. It prolongs unsound tendencies, as in 
1924-29, and then it breaks down in crises, 
as in 1931. I want competition in ordinary 
times, and cooperation only in crises, at a 
stiff rate of interest,” he added. 

“I have been too close to the centers of 
wisdom and power in governments and cen- 
tral banks to have any belief at all in the 
adequacy of their wisdom to do more than 
routine things,” he continued. “The more I see 
of governmental economic policy the more I 
trust the automatic forces of free markets. The 
more I see of public monetary policy the more 
I trust gold.” 


“Manpower Policies; Wage and 
Salary Stabilization” 


A special pamphlet covering important pa- 
pers on the above timely subject, as presented 
at The Twelfth Annual Meeting of The Con- 
trollers Institute of America, is now available 
at 50 cents per copy from The Institute’s heaa- 
quarters: One East Forty-Second Street, New 
York, 17, New York. Please send remittance 
with your order. 

Other titles in the series of eight pamphlets 
(50 cents per copy, $3.00 for the series of eight 
booklets) are: “Postwar Reserves,’ ‘War Con- 
tract Problems,” “Corporate Financial State- 
ments; Federal Reports,’ ‘Federal Taxation 
and the National Debt,” “Pension Plans and 
Social Security,’ “Postwar Considerations,” and 
“Controllership Problems.” 
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Positions Open | 











Accountant, Supervising 

Manufacturing concern located in metro- 
politan area requires a good supervising ac- 
countant capable of supervising General Ac- 
counting, and Payroll departments. Must have 
full and complete manufacturing experience 
and knowledge of burden applications and 
corresponding problems plus supervision of 
large staff. Permanent position—good postwar 
future. Salary open. Statement of availability 
required. Write Box 428, “The Controller.” 


Chief Factory Accountant 

Must have manufacturing cost and estimat- 
ing experience. Budgetary control. Must be 
able to supervise cost and estimating depart- 
ment and factory accounting procedures. Per- 
manent position with corporation located in 
metropolitan area. State age, draft classifica- 
tion, experience, salary, and the like. Write 
Box 430, “The Controller.” 


Chief Cost Man 

To take charge of Cost Section of a manu- 
facturing concern located in the metropolitan 
area. Must have manufacturing experience in 
operational and job order cost systems. Per- 
manent position, good postwar future. Salary 
open. Statement of availability required. Write 
Box 429, “The Controller.” 








Positions Wanted | 








Controller—Supervisor of Methods and 
Procedures 

A certified public accountant and attorney- 
atlaw wishes to make a business connection 
in Chicago or vicinity. Has had experience 
in public accounting of approximately four- 
teen years, and as controller has had charge 
of all office personnel and accounting—both 
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cost and general, insurance, taxes, production 
control, and budgets. As supervisor of meth- 
ods and procedures has been responsible for 
all forms, procedures and facilities for carry- 
ing out the accounting and statistical work 
from the recording of time and production 
throughout the plant, through the payroll, 
cost, tabulating and general accounting divi- 
sion, internal auditing, taxes and budgets. 
Prefers to remain in Chicago or vicinity. Age 
46 years, married, no children. Address Box 
432 “The Controller.” 


Executive Accountant 

Talented in budgets, dctermine-eliminate 
unnecessary costs; tax savings, especially corpo- 
rations under renegotiation war contracts; seeks 
career position, assistant to president, treas- 
urer, controller; C. P. A.; unusual capacities; 
successful background, public accounting, cor- 
porate administration, finance, systems, con- 
trols; highest references, banking contacts; con- 
fidential; available thirty days. Box No. 106, 
“The Controller.’ 


Controller, Treasurer or Assistant to 
President 

Man 39 years old with background of col- 
lege training and years of successful business 
experience wishes to make a change in posi- 
tion in that he may have broader opportunity 
than present connection affords. Has unusual 
ability to cope with complicated tax procedure 
both Federal and States, also Accounting, Budg- 
ets, Finances, investments and general business 
activities including major policies. Salary and 
location considered in connection with future 
prospects. In confidence, please address Box 
124. 


Chief Accountant 
Chief accountant specializing in contract 
and termination procedures in government serv- 
ice, qualified for controller or related position, 
seeks permanent and worthwhile association. 
Write to Box 431, “The Controller. 


Comptroller 


Would be of particular value in a medium 
sized organization that will have greater dis- 





New York 17, N. Y. 





ae — Se 


TERMINATION ACCOUNTANT 


A large, well-known manufacturer of lighting equipment has a 
good opening for an experienced accountant to work on the prepara- 
tion of claims on termination of war contracts, prepare a manual on 
termination routines, and compile records on government contracts 


to be used for future possible audits. 


The man we are looking for should be either a college graduate or 
a graduate of a recognized business school. He should have a sound 
background in corporate accounting, some previous government ac- 
counting work desirable. Must have a good personality and be able 
to work with plant managers, purchasing agents, government au- 


ditors, and executives, and secure results. 


In replying, give age, education, experience, and salary desired. 


Early interviews will be arranged for qualified applicants. 


Write to Box 425, “The Controller,’ One East Forty-Second Street, 





143 


tribution than manufacturing problems in the 
post-war period. 

Fourteen years experience finding ways of 
doing the accounting job faster and supplying 
figure-facts when they are wanted. Flair for 
analyzing selling markets. 

Experience in automobile, aircraft & plastic 
industries. Familiar with contract termina- 
tions. Address Box Number 423, The Con- 
troller, 

Controller and Executive 

A member of The Controllers Institute, now 
employed, desires to make a permanent con- 
nection. Heavy experience in industrial account- 
ing which includes cost and general accounting 
and systems. Capable of assuming responsibili- 
ties, can handle authority with judgment, know 
how to present information to management for 
executive control. University trained, age 39, 
married, no dependents. Address box number 
126, “The Controller,” One East Forty-Second 
Street, New York 17, New York. 





NEW ENGLAND COMPANY 
SEEKS GENERAL ACCOUNTANT 


An 80-year-old New England Com- 
pany is seeking a general accountant 
who in time it is hoped will become 
treasurer of the concern. It is a large 
Organization, employing 7,000. It has 
six plants in the United States and Can- 
ada, and 13 subsidiaries. 

The accounting is decentralized. The 
main organization develops and trains 
men to send out to subsidiaries. The 
general accounting and cost accounting 
is uniform throughout all subsidiaries 
with standard cost used at each manu- 
facturing location. Business is greatly 
diversified, with resulting stability. No 
red ink last depression, paid dividends, 
only one 10 per cent. cut throughout or- 
ganization. 

Have set up an approximate age re- 
quirement between 32 and 36 years. 
Must be well trained in general account- 
ing and business administration. Some 
public accounting experience. Should 
have had some years in industrial ac- 
counting with background of cost ac- 
counting experience, both general and 
practical. His duties would be that of 
general accountant, with supervision of 
accounting facilities in the subsidiaries, 
except those in England and Germany. 
He would ultimately have charge of all 
cost and general accounting throughout 
subsidiaries after he is thoroughly 
grounded in home office. His work 
would consist of consolidating the state- 
ments of the subsidiaries, as they are re- 
ceived monthly, into a consolidated re- 
port for quarterly directors’ meeting, 
and establishment of tax reserves. 
Should have some knowledge of tax ac- 
counting. The duties would ultimately 
encompass not only General Accounting 
and Cost Accounting supervisory work, 
but there would be credits and collec- 
tions, insurance, taxes, and statistical 
reports of various types and kinds. He 
would be trained to handle SEC return. 
Over a period of time he would develop 
a good knowledge of investment pro- 
cedures. During the war and, as far as 
related to accounting, his work would 
include Wage Stabilization, Wage and 
Hour, and particularly Contract Termi- 
nation. Some traveling, through sub- 
sidiary organizations about twice a year. 
Salary open. Unusual opportunity for 
the future. Permanent position. Per- 
sonality important factor in this job. 
Address Box No. 433, ‘’The Controller.”’ 
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NEW MEMBERS ELECTED 


At a meeting of the National Executive Com- 
mittee held February 28, 1944, the applicants 
named below were elected to active member- 
ship in The Institute: 

ALLAN M. BLACK 
Federal Reserve Bank of Chicago, Chicago. 

ARCHIBALD F. BOGLE 
The Permutit Company, New York City. 

WALTER A. BOQUIST 
Hackensack Water Company, Weehawken, 
New Jersey. 

J. D. BRAWNER 
Hendler Creamery Company—Division of 
The Borden Company, Baltimore, Mary- 
land. 

JAMES F. BREHM 
Electromatic Typewriters, 
New York. 

Hosart M. BROWN 
The Toledo Steel Products Company, Toledo, 
Ohio. 

C, CALLAWAY, JR. 
Crystal Springs 
Georgia. 

T. GorRDON DALGLISH 
The deHavilland Aircraft of Canada, Ltd., 
Toronto, Canada. 

WILLIAM M. EDENS 
Continental Illinois National Bank and Trust 
Company of Chicago, Chicago. 

NEVILLE R. EMERY 
The Pyle-National Company, Chicago. 

LEONARD J. ERTEL 
Standard Register Company, Dayton, Ohio. 

GEORGE W. FRASER 
Hoffman Beverage Company, Newark, New 
Jersey. 

JoHN HAMILTON 
H. C. Capwell Company, Oakland, Califor- 
nia. 

M. CoNNER Harris 
Vulcan Copper & Supply Company, Cin- 
cinnati. 

Lewis M. HEFLIN 
Cone Export & Commission Company, New 
York City. 

F. W. HOFFMEYER 
The J. E. Baker Company, York, Penn- 
sylvania. 

LESTER C. HOPTON 
Ingersoll-Rand Company, New York City. 

EpGAR S. HUTTON 
Chambersburg Engineering Company, Cham- 
bersburg, Pennsylvania. 

ALFRED W. LONG 
Shawinigan Resins Corporation, Springfield, 
Massachusetts. 

F. P. MARSH 
Southwestern 
Texas. 

Louis L. MELICK 
Spicer Manufacturing Corporation, Toledo, 
Ohio. 


Inc., Rochester, 


Bleachery, Chickamauga, 


Drug Corporation, Dallas, 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 

ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 








MAuRICE G. MILSTED 
The Emporium, San Francisco. 
JosEPH O. MITHUS 
Webster Electric Company, Racine, Wiscon- 
sin. 
SIDNEY A. NANGLE 
Block & Kuhl Company, Peoria, Illinois. 
ALEXANDER D. NICOL 
Blue Network Company, Inc., New York 
City. 
NorMAN F. PAXTON 
Panhandle Eastern Pipe Line Company, Kan- 
sas City, Missouri. 
P. R. PENNINGTON 
Joslyn Manufacturing and Supply Company, 
Chicago. 
Guy S. PEPPIATT 
Federal-Mogul Corporation, Detroit. 
FRANCIS J. PINQUE 
Colonial Life Insurance Company, Jersey 
City, New Jersey. 
FREDERICK A. PLATTE 
Sharp & Dohme, Inc., Philadelphia. 
Epson’ R. RAND 
Teachers College 
New York City. 
ALFRED O. REDLAND 
The Vulcanized Rubber Company, Morris- 
ville, Pennsylvania. 
W. J. REUSCHER 
Bendix Home Appliances, Inc., South Bend, 
Indiana. 
WILLIAM J. RILEY 
Gemmer Manufacturing Company, Detroit. 
GEORGE H. SEAL 
C. H. Sprague & Son Company, Boston. 
JAMES E. SHADE 
Pennsylvania Manufacturers Association Cas- 
ualty Insurance Company, Philadelphia. 
WILLIAM R. STOTT 
California Institute of Technology, 
dena, California. 
PAUL F. SWANTEE 
International Telephone and Telegraph Cor- 
poration, New York City. 
Victor L. THOMAS 
Pacific Manifolding Book Company, Los 
Angeles. 
GEORGE E. VAN DyKE 
Syracuse University, Syracuse, New York. 
L. J. WALLACE 
Standard Cap and Seal Corporation, Chicago. 
JOHN W. D. WRIGHT 
International Harvester Company, Chicago. 
FRANK J. ZINK 
Bowman Dairy Company, Chicago. 


(Columbia University), 


Pasa- 





Election of the 43 new 
members named above 
brings the total mem- 
bership of The Institute 
to 

Z2te 








DALLAS CONTROLLERS PLAN 
BRANCH OF INSTITUTE 


A dinner meeting of controllers of business 
concerns in and near Dallas took place Febru- 
ary 18 in the Baker Hotel, Dallas. Plans for 
formation of a local Control of The Contro]- 
lers Institute of America were discussed. Paul 
Haase, assistant secretary of The Institute, was 
guest speaker. J. A. Goodson, controller of 
the Hunt Oil Company, Dallas, presided at the 
meeting. Following the meeting, a petition 
for a charter for a Control in Dallas was 
signed by 16 members and applicants for 
ne and forwarded to the National 
ofmice, 


NEW ORLEANS ORGANIZATION 
MEETING 


Members of The Controllers Institute of 
America in and near New Orleans met Febru- 
ary 24 to discuss plans for forming a Control. 
Mr. Paul Haase, assistant secretary of The 
Institute, attended the meeting and described 
the procedure to be followed. Samuel S. Small- 
page of New Orleans Public Service, Inc., 
presided. 


Extend Time for Estimated Income Filing 

Under date of February 22 Harold N. 
Graves, Acting Commissioner of Internal Rev- 
enue, announced that the time for filing 1944 
declarations of estimated income and Victory 
Tax has been extended until April 15. Forms 
probably will be distributed late in March, 
and the first installment of estimated tax will 
not be due until the declaratign is filed on 
or before April 15. 





Copies of Annual 
Reports Wanted 


The National Office of The Control- 
lers Institute of America will appreciate 
having from controllers copies of the 
annual reports of their companies, if 
they are available. The reports are 
wanted for study as to contents and 
style. 








Position Wanted 











Controller 

Executive accountant well versed in all 
duties pertaining to controllership and- ac- 
counting system reorganization and costs— 
age 40, member of Controllers Institute of 
America. At present is controller of group 
of corporations, national and international, 
with diversified operations and with volume 
of business more than 40 million dollars in 
sales a year, involving many plants and 
branches. Desires connection with postwar 
future, minimum salary $10,000. Address Box 
Number 427, “The Controller.” 


APPRAISALS 
Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


6 CHURCH ST. 
NEW YORK 





ATLANTA 
CHICAGO 
DETROIT 


BOSTON 
PHILADELPHIA 
PITTSBURGH 














